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Preface 


The present Survey is the twenty-eighth in a series of reports prepared by the secretariat of the Economic 
Commission for Europe to serve the needs of the Commission and to help in reporting on world economic 


conditions—a task which the Economic and Social Council of the United Nations has entrusted to the Depart- 
ment of Economic and Social Affairs. 


This Survey is published on the responsibility of the secretariat, and the views expressed in it should not 
be attributed to the Commission or to its participating governments. 
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EXPLANATORY NOTES 


The following symbols have been used throughout this SURVEY: 
. = not available or not pertinent; 
— = nil or negligible; 
* == estimate by the secretariat of the Economic Commission for Europe. 
In referring to combinations of years, the use of an oblique stroke—e.g. 1969/70 
signifies a twelve-month period (say from 1 July 1969 to 30 June 1970). The use of a 


hyphen—e.g. 1968-1970—normally signifies either an average of, or a total for, the full 
period of calendar vears covered (including the end-years indicated). 


Unless the contrary is stated, the standard unit of weight used throughout is the metric 
ton. The definition “‘billion’’ used throughout is one thousand million. Minor discrep- 
ancies in totals and percentages are due to rounding. 


References in tables or charts to the OECD (Organisation for Economic Co-operation 
and Development) refer to the west European members of that organization. 
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CHAPTER 1 


RECENT ECONOMIC DEVELOPMENTS IN WESTERN EUROPE 


INTRODUCTION 


The boom in 1973 was to an unusual extent shared by 
all the industrialized market economies. As a conse- 
quence, bottlenecks appeared at a relatively early stage 
of the upswing and generated unusually large price 
increases. In this process raw material prices caught up 
with manufacturing prices after having lagged behind the 
latter during almost the whole post-war period. The 
increase of oil prices also had a powerful deflationary 
impact which began to take effect at the same time that the 
business cycle was beginning to turn down. Faced with 
both extraordinary price increases and growing unem- 
ployment, most governments opted for a hard line on 
inflation. In so far as the rise in oil prices adversely 
affected the current balances that were already under 
pressure there was actually little policy option. Restric- 
tive policies were thus maintained over an unusually long 
period of the cycle. In view of all these coinciding factors 
it isnot surprising that both the present recession as well 
as the rate of inflation are the most severe experienced 
during the post-war period. 

For the European industrialized market economies the 
rate of increase of GNP in 1974 was less than half of that 
in 1973 whilst unemployment increased by about one-and- 
a-half million. Registered unemployment has risen 
sharply in comparison with earlier recessions. Movements 
out of the labour force—particularly of women and 
migrant workers—previously cushioned the effects of 
decreasing employment on registered unemployment. An 
important factor in the present development is that in 
several countries this outward movement seems to have 
been considerably smaller than in earlier recessions. 


Between the fourth quarters of 1973 and 1974 consumer 
prices increased by some 14 per cent, only three countries 
containing inflation below 10 per cent. The effect of the 
increase in oil prices on import costs, however, was offset 
to some extent by an unexpectedly large improvement in 
the volume trade balance. This improvement may be the 
beginning of a restructuring of international trade and not 
only an offsetting of the burden imposed by the recent 
deterioration of terms of trade. 

During 1975, however, there should be some improve- 
ment in the performance of the industrialized market 
economies both in respect to production, prices and the 
external balance. The normal conjunctural mechanism 
can be expected to go in reverse towards the end of the 
year primarily through a swing in the inventory cycle. 


The falling demand for automobiles may also be arrested 
and even reversed. Economic policies are almost every- 
where increasingly expansive and should be as effective in 
stimulation as the deflationary policies have so far been 
in prolonging the slump. The public sector might thus 
add significantly to a renewed growth. Easy monetary 
policy can be expected to stimulate housing and related 
household expenditures. There should be a significant 
contribution to over-all demand for the region from 
exports to the OPEC countries. This effect may, however, 
to some extent be offset by shrinking export volumes to 
non-oil developing countries. 


The average growth of GNP of western Europe in 1975 
might nevertheless be even less than in 1974 and not 
amount to more than 2 per cent. The profile of growth 
should, however, be different. A virtual stagnation over 
1974 and the first half of 1975 would be followed by 
marked improvements towards the end of the year, par- 
ticularly in the Federal Republic of Germany. Some of 
the smaller countries which so far have resisted the 
impact of the world recession may, however, feel its 
delayed effects and lag behind in an upswing. Since there 
is usually a lag between changes in production and changes 
in unemployment, the latter probably will still be at high 
levels at the end of 1975. 


The profile of price development during 1975 should, 
like growth, look better than in a year-to-year comparison. 
Commodity prices are generally levelling off. On balance 
these prices should exert a moderating influence on whole- 
sale and retail prices but there are still some increases in 
the pipeline. The main pressure will, however, come 
from wages, the actual and expected increases of which far 
outstrip the presently abnormally small increases in 
productivity. Future wage claims probably will, however, 
gradually be influenced by the increasingly depressed 
situation in the labour markets. There are signs that the 
iricreases in consumer prices have been slowing down 
somewhat at the end of 1974 and the beginning of 1975. 


Finally, there should also be some improvement in 
1975 in the external position of the industrialized market 
economies. Exports to OPEC-countries should, in 
volume, expand at least as fast as in 1974 (and from a 
much higher level). Because of weak growth the volume 
of imports will, on the other hand, probably level off 
in trade with all major trading areas. There may also be a 
considerable improvement in the terms of trade of the 


market economy countries since on the whole commodity 
prices are stabilizing whilst, on average, prices of manu- 
factured goods appear likely to increase by about as much 
as in 1974. 


There are thus developments in prospect which may 
tend gradually and in various ways to improve the present 
situation. It is as yet difficult to predict when a cyclical 
upturn will actually occur. When it comes it may, however, 
pose problems just as serious as those which were not 
solved in the previous boom. Because of the integration 
of national economies, these problems may tend to 
coincide in many countries. The bottlenecks that ham- 
pered the recent boom may re-emerge since investments in 
fixed capital have been unusually depressed in the present 
recession. Expansionary economic policies, which are 
being pursued relatively late in the present recession may, 
again, have lagged effects well into the next upturn. Even 
if inflation abates somewhat in the next year or so, any 
renewed demand pressure will be exerted on an underlying 
price trend that will be much steeper than it was only a few 
years ago. 


Furthermore there will be a completely new element in 
the picture that by itself may initiate as well as reinforce 
а coming upturn. Already in 1974 an impressive start was 
made in transferring real resources from the industrialized 
market economies to the oil-producing countries. These 
transfers will most probably accelerate during and beyond 
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the period when further debts are accumulating. The 
capacity of the oil-producing countries to “‘absorb” such 
transfers may presently be considerably underestimated 
particularly to the extent to which they may be relayed to 
other parts of the third world. In total they could reach 
an order of magnitude much larger than the target 
for “foreign-aid” which the developed countries so far 
have had such difficulties in reaching. 


Large-scale transfers from the industrialized market 
economies will reduce potential domestic use of resources 
once the stage of full employment is reached. There 
would then be a further reduction of resources available 
for private consumption as increased exports require 
higher investment levels. Practically all industrialized 
market economies can be expected to participate, directly 
or indirectly, in this process. It would involve continuing 
inflationary pressures and difficult policy problems of 
resource allocation. 


In order to avoid such difficulties as much as possible, 
it would seem important to utilize the present stage of 
unused resources for systematic moves towards structural 
adaptation. Presently both consumption and investment 
can be promoted but it is important that greater emphasis 
is given to the latter. In this connexion there would be 
scope for intergovernmental co-operation in the pro- 
motion of new investment patterns and thereby of new 
channels for international trade. 


1. DEVELOPMENTS IN 1974 


(i) Output, demand and employment 


THE SITUATION AT THE END OF 1973 


The cyclical upswing which started in 1972 turned into 
a recession in the second half of 1974 for most west 
European countries taken individually and for the region 
as a whole. In the course of 1973 it had already become 
clear that the boom in western Europe was proceeding in a 
rather hesitant way and lacked the vigour of previous 
phases of expansion; it has been sometimes (rightly) 
defined as a mini-boom. For the OECD west European 
countries combined, manufacturing production rose by 
11 per cent from the upturn in the second quarter of 1972 
to the downturn of the third quarter of 1974. In the pre- 
vious upswing, manufacturing production had increased 
by 26 per cent (from the second quarter of 1967 to the first 
quarter of 1970). In the second quarter of 1970, when 
industrial production started to level off, it was 3.5 per 
cent above its trend value;! in the second quarter of 1974, 
when it started actually to decline, it was already below its 
trend level which had been surpassed only fractionally in 
1973. (Recent developments in manufacturing output for 
the European OECD countries combined are shown in 
chart 1.1.) 


The factors which have prevented the recent boom from 
displaying its full force have been examined in the 
Economic Survey of Europe in 1973 and in the Economic 
Bulletin for Europe, vol. 26, No. 1. It will be remembered 
that brakes operated both from the supply side (localized 
bottlenecks) and even more on the demand side, in the 
form of increasingly restrictive fiscal and monetary 
policies—which in turn were adopted in an attempt to 
cool down inflationary pressures and, after October- 
November 1973, also to keep at manageable proportions 
the expected deficits of the current balance of payments. 
Furthermore, entrepreneurial expectations worsened be- 
cause of a number of factors related to persistent inflation, 
anticipation of further restrictive measures, sudden (and 
often unpredictable) changes in exchange rates and raw 
material prices. 

At the end of 1973, when the oil problem added another 
constraint to those already in force, short-term prospects 
appeared quite gloomy and—though judgements differed 
somewhat about the severity and the length of the coming 


1The trend growth rate of manufacturing production has been 
estimated by regressing against time the quarterly index of manu- 
facturing production seasonally corrected, 1970 = 100. It is used 
here as a proxy for the potential growth rate of output—that is a 
growth rate which on past experience may be considered broadly 
speaking as associated with full employment. 


recession—most commentators seemed to agree in 
expecting 1974 to be the “trough year” with some recovery 
before the end of the year; the first rather than the second 
half of 1974 seemed likely to be the ‘‘worst semester’’. In 
the event, output continued to expand in most west 
European countries in the first half of 1974 though at a 
decelerating rate, but in the second half instead of picking 
up again it actually declined in most countries and for the 
sub-region as a whole. On present policies all indicators 
suggest a continuation of the recession for most of 1975 
(see section 2 of this chapter). In other words, the upswing 
which started in 1972 proved somewhat more resilient to 
deflationary measures and recessionary forces than most 
commentators had thought but the present recession now 
looks as if it will be considerably longer and more severe 
than was forecast a year ago. 


Towards the end of 1973, there were sizeable differences 
among countries in terms of current growth rates for out- 
put as well as for rates of price increase and balance-of- 
payments position. The output growth was still vigorous 
in most countries except in the Federal Republic of 
Germany, the United Kingdom, the Netherlands and 
Switzerland. The rate of price increase was particularly 
rapid (more than 10 per cent at an annual rate) in Den- 
mark, Finland, France, Ireland, Italy and the United 
Kingdom; it was lower (less than 10 per cent) in the 
remaining countries (Austria, Belgium, the Federal 
Republic of Germany, the Netherlands, Norway, Sweden 
and Switzerland). The current balance of payments was in 
large deficit in Denmark, Ireland, Finland, Italy and the 
United Kingdom. 


In a global evaluation, Denmark, Finland, Ireland, 
Italy and the United Kingdom could be considered—at 
the end of 1973—as the countries with the most vulnerable 
economic positions, being exposed to strong inflationary 
pressures and to large deficits in foreign accounts. On the 
other hand, Austria, Belgium, the Federal Republic of 
Germany, the Netherlands, Norway, Sweden and Swit- 
zerland were in a much more comfortable position, with 
current account surpluses and relatively moderate infla- 
Ноп.? France was in an intermediate position, with a 
balance of payments only marginally in deficit but with a 
high rate of inflation (see table 1.1). 


The difficulty in reconciling balance-of-payments ечиш- 
brium and relative price stability with output growth (the 


recorded by this country since 1970. 
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Chane 11 


MANUFACTURING OUTPUT FOR THE 0.Е.С.0. EUROPEAN COUNTRIES COMBINED 
( Quarterly data seasonally adjusted ) 
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b) Percentage deviations from the trend 1958-1973 
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Note. The trend and the percentage deviations from it have been calculated by least squares regressions of 


Percentage change between 


1973 and 1974 (annual averages). = 
the last quarter of 1973 and the last quarter of 1974. 
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d From employment indices; 3.2 per cent for full coverage according to the national budget. 


“magic triangle’) was brought into a sharper relief in 
1974 by the violence of inflationary forces and the 
expected adverse effect on the balance of payments of the 
massive increase in oil prices. The problems of inflation 
and/or external balance were given priority over output 
growth by most governments; apparently some success in 
these two fields was considered an essential pre-condition 
for putting an expansionary policy on a sound basis. 
However, three small countries (Austria, Norway and 
Sweden) succeeded in avoiding the slump which affected 
the others in the closing months of 1974 and deliberately 
accepted a worsening in their current balance of payments. 
The institutional set-up existing in these three countries for 
negotiating wage increases proved of considerable help in 
the fight against inflation and the commodity structure of 
their foreign trade prevented a sizeable worsening of the 
terms of trade. Inside the group of the remaining nine 
countries, national situations differed because of the 
behaviour of market forces as well as of the timing and the 
nature of the policy measures which were adopted. 
Though any classification is in some respects imprecise, in 
what follows the west European countries have been 
arranged in four groups depending on the results obtained 
in the fields of output, prices and balance of payments. 


The statistical material underlying the present analysis 
is shown in tables 1.2 to 1.5, in chart 1.2 and in the Appen- 
dix table (which shows the formation and use of resources 
and which is inserted at the end of this chapter). 


DEVELOPMENTS IN 1974 


(a) In a first group can be put the Federal Republic of 
Germany, Switzerland and the Netherlands. These three 
countries exhibited in 1974 a modest output expansion, 
a relatively low price increase and a surplus in their 
current balance of payments (although only a very small 
one for Switzerland). They were therefore successful 
(indeed very successful) in terms of balance of payments 
and relatively successful in terms of inflation, but not in 
terms of output growth. As is the case for most other 
countries, a comparison between the last quarters of 1973 
and of 1974 shows for output development a less favour- 


3 п the Netherlands the output growth (on a year-to-year basis) 
was distinctly higher than in either the Federal Republic of Germany 
or in Switzerland. Still it was not high enough to prevent a 
serious deterioration of employment. 
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CHART 1.2 


PRODUCTION AND EMPLOYMENT IN SELECTED COUNTRIES AND MANUFACTURING BRANCHES 
Quarterly data: index numbers, 1972 = 100 
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PRODUCTION AND EMPLOYMENT IN SELECTED COUNTRIES AND MANUFACTURING BRANCHES (continued) 
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TABLE 1.2 
i Output and employment in manufacturing in selected west European countries, 1972 to 1974 
(Quarterly data seasonally adjusted) 
р A. Manufacturing production, index numbers, 1972 = 100 


B. Manufacturing production, percentage deviations from the long-term trend (1958 to 1973) 
С. Employment in manufacturing, index numbers, 1972 = 100. 
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Belgium 
aN cyt Seti ats dade te 98.6 98.7 98.6 104.1 106.4 105.5 106.4 110.1 117.4 116.5 110.1 109.0 
ОО ИМ —1.3 —1.7 —3.5 0.4 eZ —1.0 Ales) 0.5 5.8 3.4 —3.6 --8.9 
ОЕ Е. еб 99.8 100.0 99.8 100.3 100.5 101.5 101.5 102.6 \103:014103.3 103.1 
Finland 
Coes Pte ох ПСР 97.5 95.4 101.1 106.0 105.3 98.6 108.6 110.8 109.8 104.8 А 113.8 
eee ts Re ne A Bee —0.7 3.4 6.4 0.9 —7.2 0.5 1.0 9 —4.4 1.4 —0.3 
ие. Е t. 99.2 99.7 99.8 101.3 101.0 101.6 102.8 104.0 106.8 106.8 108.0 108.8 
France 
ve ae ee ee 96.4 99.2 100.9 103.5 105.3 108.0 110.6 108.8 112.4 112.4 114.2 106.0 
о: ве ор tar eal 1.9 sl 5.5 See) 3.7 4.7 57 2.4 4.2 2.6 2.6  —6.0 
Е ae а 99.7 99.8 100.0 100.5 101.2 101.7 101.9 102.4 102.9 103.1 103.1 
Germany, Federal Republic of 
от ИС ee 98.5 99.3 99.1 103.1 107.1 107.5 106.7 107.9 108.1 107.9 104.3 100.8 
13h ven Ieee eae eee —1.5 oll Sel 1:2 Пот 0.6 —1.6 —1.9 3.6 52 9.5 13.9 
т. 100.1 100.0 Эт 100.1 100.1 100.7 100.8 100.9 99.3 98.8 97.6 95.9 
Ireland 
A 96.3 99.2 100.2 104.1 109.5 111.5 ИТ 110.6 118.3 115.5 112.5 
В —5.0 —37 —43 —22 14 2.5 По 
Пе. 99.4 99.8 100.3 100.8 101.6 1026" 10354 104.2 105.2 105.2 104.5 
Italy 
[ee ee, Oe ah eer 99.2 99.3 98.4 103.1 100.0 110.6 Wh) 2.5 118.3 120.2 114.4 103.0 
Е Мо —5.8 —7.4 —9.8 —7.0 —11.1 —3.4 —2.5 —5.0 —1.8 —1.8 —8.1 -19.0 
С 99.9 100.2 100.0 100.0 99.8 101.4 103.6 104.5 105.4 105.7 106.2 
Netherlands 
ANE x ТР. Ges у: 98.4 100.0 99.4 102.2 102.8 103.7 106.5 107.5 109.3 107.5 107.5 104.8 
В | ; А eS ee a ee —2.0 —2.0 —4.1 —3.0 —3.7 —4.3 —3.3 —3.9 —4.4 7.6 —9.0 12.8 
С os О cE Behn 101.2 100.0 99.6 99.2 98.4 97.6 97.6 97.8 HTS) 97.2 97.4 
Norway | 
А Si oar 96.0 102.2 99.4 102.2 104.0 103.4 107.5 108.4 111.8 109.0 110.6 110.6 
ae aio 09 —31 -15 —12 -30 —03 —07 14 —23 —22 —3.4 
а о OR 0 10 99 96 99 10 100 96 102 102 100 
Sweden? as р ; 
A 97.9 97.6 101.9 102.7 105.4 107.1 109.9 HTS) 114.1 17.5 115.8 116.4 
- Е tinct Ee 9.2 р ery re “42 —39 37 NG 2.1 0.8 0.8 —2.0 —2,8 
fo. ae ae 99.9 100.4 99.7 100.0 99.9 100.6 101.4 1022 1011 102.3 103.0 104.2 
Switzerland 
A 97.8 96.9 100.7 104.6 104.8 103.8 104.8 106.7 108.6 108.6 106.7 101.6 
я о а о SOA о 0 19 —48 --10.0 
Ce ee tea 100 99а 994 991 990 98.9” 987 BRA 984 85—98 
United Kingdom oat 
eee 958 99.6 1009 103.9 1077 107.9 109.2 108.2 103.4 107.2 108.0 104.1 
Пе. 3 о 316 S15 14 07 13 -05 -57 -31 -—31 -73 
A et oS 1003 100.0 99.9 99.8 100.1 100.5 100.6 101.0 100.6 100.7 100.8 100.3 
И Bad OBC) Tadutmealnroduetion, quarterly sup- а An estimated seasonally adjusted series based on the unadjusted quarterly pro- 


Я is duction indices in the national accounts. 
plement to Main economic indicators, Paris. 


6 Includes mining. 
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TABLE 1.3 


Public and enterprise investment 


(Annual percentage change in volume) 
jo en ye a Se 
Enterprise investment 


Public Manufac- 
Country and year investment @ Total 6 turing 
Belgium 
ПИР А о а es os 4.5 BOY —7.4 
1973 —11.2 Sail 3.8 
TR 2 ee ar, 2 7.0 
1975 pon Fg oh at Мл 225 —6.0 
Finland С 
IED и 16.9 —0.1 — 
о о —2.8 8.0 4 
STE = о а att —1.8 10.0 14.5 
ISHED от о ель в oe 2.5 11.5 
France 
OTD” eS ae 5.4 8.2 
а 6.4 6.6 
NO A een a 5.5 ANG 
LOTS tye. Saat ise eae Ge a Dal 4.5 
Germany, Federal Republic of 
о ae ey ses а —4.9 т 
Е о trees —0.9 3 
1974 9.8 —9.5 
а о а 5 —0.5 
Italy с 
1972 —0.3 —0.1 —1.5 
1973 sted 01.5 14.1 
OG Aaa ae ee ae a Stok eas —10.0 7.9 9.2 
ото wikis ws, ay Aim wen cs 
Netherlands d 
1972 —10.8 —5.3 —8.9 
И es gs a —5.9 11.0 6.9 
LO Aer Mie orn И И — 2.5 TAS? 
О we gle ated ee etn eS 9 6 
Norway f 
1972 13.7 2.9 —11.9 
1973 Sal 5-7 2.7 
UC es! SE ое ts №5 2 35.5 
р А ВА 3.8 —1 10.0 
Sweden g 
1972 7.0 8.0 3.5 
1973 — 6.5 6.0 9.5 
1974 — 4.0 6.0 
о, БЫК. —1.5 2.0 8.0 
United Kingdom 
LOT re ee ce eee i OES 5.0 —9.6 
UOT 3s cent cule uh a meee 1.0 8.0 6.4 
1974 00 ЯР 9.4 
OT Sear, Barnes Poh Men owas 5:2 —3.5 — 6.3 


Sources: аз tor Appendix table, 

а General Government's investment by sector of utilization. 

Ь Excluding dwellings. 

с Industry. 

d Industry and construction. 

е January-October 1974 over January-October 1973. 

f Excluding ships, but including oil exploration (the changes excluding ships and 
oil exploration are: 1972: —0.7%: 1973: +5.3%; 1974: +11.0%; 1975: +6.7%). 

8 Including mining. 


TABLE 1.4 


Primary and disposable income, and household savings 


А = Primary income: annual percentage increase 


B = Disposable income: annual percentage increase 
C = Savings as percentage of disposable income 
RAL a nb real St ee eto 
Country 1972 1973 1974 
Finland 
Bo cpg vin Ee) Gt. Gk Re Ee 19.0 21.3) 
BAU Е wee aT me aa 15.7 20.2 
А У о ee See OD. 11.9 11.8 
France 
A. 11.6 14.7 17.1 
1B), EN 11.5 14.8 16.6 
(© 13.0 14.0 42.3 
Germany, Federal Republic of 
А А POE cy Se elas 2 ЗОО 12.4 8.9 
BA Aen ay ane cece Caliber 9.1 9.0 
Gee eee. oe Ee № м oe 13.6 14.7 
Netherlands 
SANS ok eee, nate MEN ee LO, 13.7 15.02 
В м 11.9 
(CREE eee ae Soe (SY 16.2 
Norway 
a, eR Fes, о ae И 9.5 14.3 16.0 
Ре ay ee oe ee eee 7.0 13.0 12 
о о. 8.7 105 13.7, 
Sweden 
о SR 7.5 7.9 13.9 
а 2. ВОО 6.5 10.9 17.1 
Cee a ee au ee es 5.4 7.4 9.3 
United Kingdom 
AM err, Ce RE ROT ee oa 16.3 18.2 
Boe ME es ea ot es oe, ee Не 14.6 15.5 
Che, Pa EL ics See 9.6 10.4 1.2 


Sources: аз for Appendix table. 


а Compensation of employees (corresponding data for 1972: +11.9% and for 
1973: +14.2%). 


able picture than does a comparison between 1973 and 
1974 based on annual averages.‘ In the Federal Republic 
of Germany, manufacturing output had already levelled 
off in the first quarter of 1973 and remained at that level 
until the second quarter of 1974; in the third and fourth 
quarters there was an actual decline. In the Netherlands 


* Year-to-year comparisons—always unsatisfactory for assessing 
cyclical changes—are particularly deficient and might even convey 
quite misleading impressions this year owing to the sudden and 
drastic downturn witnessed by a number of countries in the second 
part of 1974 and especially in the last quarter. Therefore, in charts 1.1 
and 1.2 and in tables 1.1 and 1.2 a set of data have been presented 
which show developments during 1974. Since only a few countries 
provide quarterly data seasonally adjusted for GNP, recourse has to 
be made to indices of industrial production for following the course 
of production on a quarterly (or monthly) basis. 


and Switzerland, manufacturing output continued to 
Increase during 1973 and some further (small) expansion 
took place also in the first part of 1974, but in the third 
quarter the output level was back again at the end-1973 
level and in the last quarter it receded further in the 
Federal Republic. In that quarter, the level of manufactur- 
Ing output was 14 per cent below the trend level in the 
Federal Republic of Germany, 13 per cent lower in the 
Netherlands and 10 per cent lower in Switzerland. In the 
Federal Republic and in the Netherlands the stagnation 
and the subsequent drop in output was reflected in a dis- 
turbingly high level of unemployment. In Switzerland, 
unemployment continues to remain quite marginal mainly 
because a large part of the brunt was borne by foreign 
seasonal workers. 


The transport equipment branch ‘“‘led”’ the recession in 
1974 in the Federal Republic of Germany with a decline 
of about 13 per cent between the last quarters of 1973 and 
of 1974; this branch had already stagnated in 1973 while 
the growth elasticity with respect to total manufacturing 
was 1.4 in the nineteen-sixties. Metal-making, which had 
recorded a vigorous expansion during 1973, showed a 
slight decline during 1974. As would be expected, indus- 
tries producing investment or durable consumer goods 
showed larger fluctuations than those producing mainly 
(non-durable) consumer goods. In the Netherlands, 
chemicals and engineering (especially electrical machinery) 
rose vigorously during 1973 and the first months of 1974 
but subsequently declined. Output of textiles remained 
virtually flat for most of the two years. In Switzerland, 
output growth during 1973 had been vigorous only for 
chemicals and the expansion continued in the first quarter 
of 1974. The other major branches (including metal-using) 
showed little increase or a decline throughout the period. 


As in most other countries, the stagnation and the 
subsequent drop in output in the Federal Republic of 
Germany, the Netherlands and Switzerland was the 
consequence of interplay of market forces and restrictive 
policies. Policies were already restrictive in the Federal 
Republic in 1973 when private consumption rose less than 
in the ‘‘recession years” of 1971 and 1972 and enterprise 
investment virtually stagnated. Towards the end of 1973 
some reflationary measures were taken but their effect was 
negligible compared with the slump in the construction 
and in the car sectors. Primary and disposable income of 
households rose in 1974 only slightly more than consumer 
prices and household consumption did not increase at all 
owing to an increase in the savings ratio. The only item 
of domestic demand which rose considerably (about 10 per 
cent) in 1974, was public investment. Exports continued 
to be (even more than in 1973) the driving force and 
domestic demand declined; so did, by a larger amount, 
enterprise investment largely reflecting the increase in 
unutilized capacity. Towards the end of 1974 another 
package of reflationary measures was taken. In the 
Netherlands, too, as in the Federal Republic of Germany, 
policies became mildly expansionary in 1974 and both 
private and public consumption rose somewhat faster in 
1974 than in 1973; but enterprise investment virtually 
levelled off (following the big increase of 1973) and 
investment in residential construction contracted sharply 
(by as much as 13 per cent). Domestic demand rose only 


il 


TABLE 1.5 


Growth rates of GDP and domestic demand 
(Annual percentage changes) 


eres 


Domestic demand 


Including — Excluding 
stock stock 
Country and year GDP a building building 

Austria 

LO Oe ec, Pa re Ae 5.8 ics 3:7 

а с а 4.4 4,2 3.0 
Belgium 

IEE Retr cause hte cong lames al A ee 5.4 Hal 6.2 

IRS Lie Noe leet. lara Calan alee ele Sic) 4.0 
Denmark 

LOTS ees et eet ed ke 4D, 79 58) 

То Oe а D, —2 
Finland 

TOPS el ie gt? to ae 5.9 Til 6.2 

LOAM Re eee 5.4 7.3 Spl 
France 

LOTS С SO Gees ae: 6.0 6.3 5.9 

LOT the ie ie ee Sed re PEN: 4.5 4.0 4.5 
Germany, Federal Republic of 

И ее лы 5.9 55 PAS 

ES If IR eae па 0.4 —2.6 — 
Ireland 

а UGA 8.8 7.8 

ПО о. Pots See 1.5 —0.5 —0.4 
Italy 

LOSE а в а де 6.3 73 a 

97 {eee но 3.4 Ne 2.6 
Netherlands 

И ПВА 2; 3.9 3.0 

ION ee a Oe чи 3.9 1 155) 
Norway 

ING, PAM aad ee 2 6.6 6.7 

О о hor 355 555 4.5 
Sweden 

NG 73 e Meg а. 3.1 1.0 1.4 

OA eee ees ys ee oes 3.7 52 2.9 
Switzerland 

[OFS Ки tng 3.4 2.9 2.7 

OPA eh tec don tam oe aly. ее 0.2 —1.1 —0.6 
United Kingdom 

15/5 tee aii Saree cet Че еб Se 5.8 4.4 

ha en ee eS ee 0.3 —0.8 —0.2 


Sources: Аз for Appendix table. 


а Including stock building. 
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marginally and export growth was only half the 1973 rate; 
still, since imports hardly rose at all, foreign demand was, 
as for the Federal Republic of Germany, the main sup- 
porting factor. On the whole, in the Netherlands as in the 
Federal Republic of Germany, some very modest steps 
were taken to reflate the economy but market forces 
operated in a sharply downward direction. In Switzerland, 
policies were clearly restrictive in 1974 and all major 
categories of investment declined, the decline being 
particularly large (12 per cent) for investment in construc- 
tion. Both in the Netherlands and Switzerland, the 
current balance of payments closed with a surplus in 
1974, but a smaller one than in 1973. 


(b) The economies of Denmark, Ireland, Italy and the 
United Kingdom were already in a difficult position at the 
end of 1973 with inflation proceeding at an annual rate 
well above 10 per cent per year and with large deficits in 
the current balance of payments. During 1974 inflation 
accelerated further and the deficits of the current balance 
of payments widened. On a fourth quarter to fourth 
quarter basis (for 1973 and 1974) output declined in Italy 
and the United Kingdom and probably—as far as can be 
judged from the volume of retail sales—also in Denmark.® 
In the United Kingdom manufacturing production had 
levelled off since the second quarter of 1973 following 
the spurt of the previous two quarters (as was the case in 
the Federal Republic of Germany). In the last quarter of 
1974, there was, as in many other countries, a decline. 
Manufacturing output which had risen rapidly during 
1973 continued to increase up to the third quarter of 1974 
in Italy and up to the second quarter in Ireland. The 
reversal of the tendency was quite sharp in Italy where in 
the last quarter the level of manufacturing output was 
8.5 per cent below the level of the corresponding period 
of 1973 and nearly 20 per cent below the trend value. 


The transport equipment branch did not exert a par- 
ticularly depressive effect on total manufacturing output 
in the United Kingdom in spite of the crisis which hit the 
car sector; this however accounts in the United Kingdom 
for less than 50 per cent of total output of the transport 
equipment branch whose production moved very much 
in parallel with total manufacturing output. Up to the 
third quarter, the chemicals industry had continued to 
expand rapidly (from the end of 1973) but activity was 
already declining in the metal-making industry.® In Italy, 
output declined heavily for transport equipment (where 
the weight of motor-cars is predominant) and the most 
dynamic branch in 1974 was metal-making. 


In Denmark, policies were already restrictive in 1973 
and were made even more restrictive in the spring of 1974 
when indirect taxes were increased on motor-cars, house- 
hold appliances and other consumer goods with the double 
objective of curbing imports and personal consumption. 
The latter in fact declined in 1974 by 2.5 per cent (the 
biggest decline among all the industrialized west European 


5 No short-term production indices are available for Denmark. 

° Because of the rapid increase recorded by metal-making during 
1973 (in the United Kingdom as in many other countries) a compar- 
ison between 1973 and 1974 (annual averages) gives the illusion of 
an increase during 1974—which in fact took place during 1973. 


countries). However, in the second half of the year, 
when unemployment started to increase rapidly, credit © 
policy was made somewhat more liberal and, in particular, 
measures were taken to liberalize credit for dwellings. 
In Italy, policies became much more restrictive in the 
spring of 1974. There was a severe credit squeeze and 
during the summer a number of direct and indirect taxes 
were increased as well as some rates for public services. 
All in all, fiscal receipts were increased by an amount 
equal probably to 2 per cent of СМР.’ Monetary and 
fiscal restrictions were fully maintained in the second 
half of 1974 and only in February 1975 were some mea- 
sures announced designed to foster dwelling construction 
and public works, and to support exports by a more 
liberal credit supply. As already mentioned, the restric- 
tive measures produced a sharp drop in production in 
the second half of the year but a comparison between 
1973 and 1974 (average for the two years) still shows 
rather satisfactory results (both for output and the major 
items of final demand) because of the rapid increase record- 
ed during 1973 and the first half of 1974. The growth 
of private consumption was enhanced in 1974 (annual 
average) by a (likely) drop in household savings—a 
development which in turn was linked to the expectation 
of further inflationary developments. 


In the United Kingdom, a number of severe deflation- 
ary measures were adopted in December 1973 but some 
cuts in public expenditure were not in fact implemented. 
In 1974 three budgets were approved. The budget of 
March 1974 was estimated to have a deflationary impact 
on demand equal to about 2 per cent of GNP; but the 
reduction in public sector borrowing at a time when the 
external deficit was rising sharply might have resulted in 
a large increase in the corporate sector’s financial deficit 
with secondary adverse effect on investment plans. The 
July 1974 budget was intended to combat inflation on 
the one hand and on the other to help activity, especially 
in the more depressed regions. Its over-all impact on 
demand was supposed to be broadly neutral. The main 
aim of the November 1974 budget was to relieve the 
financial strain on the corporate sector by easing the 
burden of corporate taxation and relaxing the rules for 
price increases. Because of the variety of policy measures 
adopted during the past year it is difficult to assess the 
over-all impact of fiscal policy in 1974: on balance, 
however, it may have had some restrictive effect, mainly 
in the earlier part of the year. For the year as a whole, 
public investment declined and disposable income of 
households rose less than primary income. Private 
consumption in real terms declined (though only frac- 
tionally), while investment in manufacturing remained 
buoyant up to (and including) the first quarter 1974. 
In the following months, even this item levelled off but 
the increase of 1974 on 1973—annual average—still 
amounted to nearly 10 per cent. 


_‘ Furthermore, in May 1974, an interest-free deposit was estab- 
lished on imports of most manufactured and agricultural products 
The deposit (equal to 50 per cent of the value of the imported 
commodities) is kept for six months by the Bank of Italy and then 
returned to the importing enterprise. | 


(c) Belgium, Finland and France recorded in 1974 a 
more vigorous growth than the countries so far reviewed 


_ but they could not avoid a rapid inflation, and Finland 


and France also witnessed a sharp deterioration in their 
current balance of payments. Before the “oil crisis” 
the current account was in strong surplus in Belgium in 
equilibrium in France and in big deficit in Finland: prices 


were already increasing rapidly (more than 10 per cent) 


in France and Finland, and more slowly in Belgium. But 
whereas Belgium and France adopted in the course of 
1974 a stringent monetary policy (in addition, in Belgium 
public investments were gradually reduced during the 
year), Finland followed a different course: monetary 
policy, which was restrictive during the 1973 boom, was 
somewhat relaxed during 1974 and fiscal policy became 
more expansionary. Already in February 1974—when 
the credit market started to be strained because of the 
increasing financial needs of the business sectors (largely 
because of the increased cost of imported raw materials) 
the Central Bank increased the credit supply to the com- 
mercial banks. Other measures in the same direction were 
taken in May and June. For 1974, the budget of the 
general government is thought to have provided an 
expansionary effect of no less than 6 per cent of gross 
national product as against a net positive effect of 2.3 per 
cent in 1973. 

In France and Beigium, monetary and fiscal policies 
have been rather restrictive in order to keep the increase 
of the monetary basis within relatively modest limits. In 
France the monetary authorities have asked the banks to 
keep—for most of 1974—the amount of outstanding 
credits at levels which should not surpass those of pre- 
vious years by more than 12 to 13 per cent. Exceptions 
were-provided for small enterprises and for exports. In 
Belgium, monetary policy was made more restrictive in 
July 1974 and the banks were instructed not to expand the 
credit outstanding by more than 14 per cent at an annual 
rate. In October, the permitted increase was raised to 
16 per cent. Furthermore, various indirect taxes were 
increased and the programme of public investment was 
reduced. 

In France, manufacturing output continued to expand 
vigorously up to the third quarter of 1974. This country 
and Austria were the only two in western Europe where 
the level of output has remained above the “trend level” 
without interruption since the end of 1971. In France, 
the downturn in manufacturing production came only in 
the last quarter but it was of quite large dimensions and 
more than offset the progress recorded in the previous 
three quarters; it brought the output level to about 
6 per cent below the trend level for that quarter. In Bel- 
gium, the downturn in manufacturing production came 
one quarter before that in France: in the third quarter 
of 1974 the actual level of manufacturing production 
was 3.5 per cent below the trend level. For Finland, 
owing to the deficiencies of the monthly index of indus- 
trial “production, it is not easy to follow short-term 
variations in output, but it would appear that no sizeable 
slump took place in the last quarter. In both France and 
Belgium, engineering was by far the most dynamic 
branch through 1973 and the first half of 1974 while—as 
in many other countries—food and textiles stagnated for 
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most of the period. In France, car production witnessed 
the largest decline among the major manufacturing bran- 
ches between the last quarter of 1973 and of 1974 (more 
than 10 per cent). 


In Finland (as in Norway and Sweden), domestic 
demand rose more than GNP and both private consump- 
tion and the major categories of investment—fostered by 
a liberal policy—grew at a rapid rate. Enterprise invest- 
ment and especially investment in manufacturing were 
particularly buoyant (with increases of more than 10 per 
cent). In Belgium and France, enterprise investment grew 
only moderately. In all these countries some increase was 
witnessed for investment in dwellings (in contrast with 
the countries examined before). In France, exports 
continued to provide a major stimulus to output growth 
and private demand was sustained inter alia by a decline 
in the savings ratio. 


BALANCED GROWTH IN 1974—THE CASE 
OF THREE SMALL COUNTRIES 


(4) In 1974, Norway and Sweden stepped up their 
rate of growth. GNP rose by about 5 per cent in Norway 
excluding the shipping sector and by about 4.5 in Sweden. 
The Austrian economy grew in 1973 by nearly 6 and in 1974 
by about 4.5 per cent. Unemployment was kept down 
at the levels reached in 1973 (Austria, Norway) or even 
fell a little below (Sweden). In all three countries consu- 
mer prices increased by about 10 per cent (annual rates). 
These three countries therefore showed a relatively 
favourable development with regard to both employment 
and prices in spite of the fact that they are small and very 
“open” and therefore exposed to impacts from abroad 
both with regard to recessionary tendencies and to infla- 
tionary impulses. On the other hand, like most other 
countries they suffered deteriorations in their current 
balances. The external current deficits were, however, 
not viewed as a restriction on domestic policies but were 
largely absorbed by the public sector. 


The Norwegian deficit on current account probably 
amounted to as much as 4.5 per cent of GDP in 1974 
after a deterioration from 1973 by almost 3 per cent 
of GDP. In Sweden the swing was from a positive to a 
negative current balance, the swing being of about the 
same relative size as in Norway. Austria’s current deficit 
increased from 1.3 per cent to approximately 1.7 per cent 
of GDP. As the counterpart of these changes, in Norway 
the surplus of the total public sector (including social 
security and municipalities) decreased by about 2.5 per 
cent of GDP or only a little less than the swing in the 
external balance. In Sweden the reduction in the surplus 
of the consolidated public sector seems to have been 
close to 3 per cent, 1.е. also in this case of the same order 
of magnitude as the swing in the current account. In 
Austria the deterioration of the external current balance 
was small, owing to the favourable development of the 
trade balance, and seems to have been approximately 
absorbed by the federal budget. 

The specific fiscal policy measures taken in the three 


countries were also rather similar. They aimed mainly 
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at sustaining purchasing power by increasing disposable 
income and to some extent at safeguarding its real value 
by keeping down increases in consumer prices. 


In Norway, income-taxes were reduced at the begin- 
ning of the year, especially for incomes in low brackets. 
Tax arrears for the self-employed were reduced. In 
spring there was a lowering of social security contribu- 
tions, increased transfer payments in the form of pen- 
sions and children’s allowances, new subsidies to keep 
down agricultural prices. Thus the measures had a marked 
low-income profile. Including total discretionary changes 
and their multiplier effects, the total impact is estimated 
to amount to 3.3 per cent of GDP. The subsidies are 
estimated to have offset a rise in the consumer price 
index by as much as 4 percentage points. A price damp- 
ening effect has also been exerted by the successive appre- 
ciation of the Norwegian krcna which, trade weighted, 
was of the order of 5 to 6 per cent in 1974 as well as in 
19/3. 


In Sweden a tax reform was introduced which relieved 
the household sector of pension contributions. Measures 
were taken to keep down rents in newly built houses. 
Additional price subsidies were given for basic foodstuffs. 
There were increased transfer payments in the form of 
children’s allowances and pensions. There was also a 
temporary lowering of the value-added-tax (1 April- 
1 September) which seems to have had a large net positive 
effect on private consumption. All these measures contri- 
buted to the over-all impact of the consolidated public 
sector which (including multiplier effects) is estimated to 
have amounted to 3.4 per cent of GNP in 1974 (i.e. of 
the same magnitude as in the case of Norway). 


The Austrian federal budget also had a significant 
expansionary impact on the economy. For 1974 it inclu- 
ded tax relief measures granted in connexion with the 
introduction of the value-added-tax in 1973 and a reduc- 
tion in company taxes intended to encourage private 
investment. The net effect was, however, greater than had 
been projected, as tax revenue in 1974 fell short of the 
budgeted amount by several billion schillings. Оп the 
other hand, the so-called stabilization policy packages 
“Stage Ш? in November 1973 and ‘“‘Stage IV” in June 
1974, introduced with the broad support of the trade 
unions and employers’ organizations, were designed, on 
balance, to ease the pressure of demand. In particular, 
the public sector continued the trend observable over 
the last few years of reducing its proportionate claim on 
national resources and in this context efforts were made 
to slow down the piacing of construction orders by the 
federal and local governments. 


The effect of fiscal policy was apparent particularly 
with regard to private consumption, although in all three 
countries households’ propensity to save seems to have 
increased significantly. Thus real private consumption 
in Norway increased by 3.1 per cent in 1974 (2.7 per cent 
in 1973) and in Austria by 3.7 per cent (4.1 per cent in 
1973). In Sweden the increase was 4.5 per cent (2 per 
cent in 1973), including a very sizeable increase in the 
purchase of passenger-cars. Since exports of motor- 
vehicles also held up well, the motor-car industry in 
Sweden—in contrast to other car producing countries— 


was no drag on over-all industrial growth. Norway and 
Austria do not produce automobiles and thus stood 
no risk of suffering from a contraction of this industry 
which was a centre of depression in several coun- 
tries. и 

Private investment also expanded in these countries, 
particularly in Norway. Investment in manufacturing, 
outside the oil sector, increased in Norway in 1974 by 
about 35 per cent. Investment in the oil sector (related to 
the production of oil and gas in the North Sea) increased | 
by about 50 per cent and was not far from the level reached 
in manufacturing. In Sweden, the increase in investment 
in manufacturing particularly concerned building and 
construction which was up by about 17 per cent. In both 
countries vigorous expansion in industrial investment has 
been an aim of economic policy. In Austria, the ratio of 
gross fixed investment to GNP has been as high as 30 or 
31 per cent for several years, which is part of the explana- 
tion of the boom in this country during the past four to 
five years. Private investment also grew strongly in the 
first quarter partly because fiscal changes made it advan- 
tageous to postpone projects from 1973 till after 1 January. 
During the rest of the year investment activity weakened 
except in industries with rising export turnover and in 
large firms. The fourth quarter may have been affected 
by the same phenomenon which had been observed in 
1973, the postponement of projects into the new year for 
fiscal reasons. 


The Norwegian deficit on current balance was to a large 
extent covered by borrowing abroad. In Sweden the 
foreign exchange reserves fell about in line with the deficit 
but the effect on bank liquidity was to some extent offset 
by deficit borrowing by the central government in the 
banks. Both in Norway and in Sweden the change in the 
credit volume is a primary target for monetary policy. 
In order to accommodate a vigorous expansion of invest- 
ment in the enterprise sector, credit intermediation had to 
play an increasingly important role. Since the public 
sector was absorbing only part of the external deficit and 
households were actually increasing their savings, a 
considerably increased deficit had to be accounted for by 
the enterprise sector. In spite of increased profits, lending 
from the banking system thus had to be stepped up. 
In Norway, demand for investment financing turned out 
to be much stronger than anticipated, which prompted the 
authorities to revise the credit supply guidelines upwards. 
In Sweden, lending by the commercial banks to the enter- 
prise sector expanded very fast in the first half of 1974. 
Later in the year guidelines were laid down concerning 
the target increase for lending to the private sector 
(excluding housing) over the period end-December 1973 
to end-June 1975. This lending should give priority to 
industry and to enterprises which have difficulties in 
borrowing abroad. The guidelines took account of the 
fact that during the course of 1974 the real liquidity 
position of enterprises had been deteriorating and that 
they therefore, to a larger extent, would have to turn to the 
credit market for investment financing. Over-all credit 
conditions were, however, tightened, with the purpose of 
forcing companies to borrow in the foreign capital market. 
They would thus contribute to the financing of the expect- 
ed further increase in the external deficit in 1975. This was 


;. 
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a reversal-of earlier policies as Sweden has so far virtually 

abstained from foreign borrowing. Several big enterprises 
as well as local authorities have recently contracted loans 
| abroad. Norway, on the other hand, is accustomed to 
foreign borrowing and a large part of the deficit in 1974 
was covered by borrowing abroad. The financing of 
_ Austria’s external current deficit posed no problems in 
1974. About half of it was met by net long-term capital 
movements, a significant part of which was on private 
account. The remainder was more than covered by an 
inflow of short-term capital, largely in the form of leads 
and lags in trade payments, so that exchange reserves 
rose. The stance of monetary policy was rather restrictive 
and interest rates rose. 


The currencies of the three countries are inside or 
linked to the “зпаКе”” which must have exerted a certain 
discipline on the booming export industries. It also 
contributed to a considerable (trade-weighted) appre- 
ciation of the currencies and thereby helped to keep down 
import prices. One further factor should be singled out 
as of importance for the achievement of relatively slow 
price increases, namely the stability in the labour markets 
and the coherence of wage negotiations. Such a setting 
is conductive to the effectiveness of the various forms of 
“social contract”’ practiced in these countries. 


EMPLOYMENT AND UNEMPLOYMENT 


Past experience indicates that employment follows 
cyclical changes in output with a lag of about two quar- 
ters. There is virtually no time-lag between a downturn in 
output and a reduction in working hours but the beginning 
of a recession is the moment when output per hour worked 
increases least.° These two factors (reduction of working 
hours and slowing down in the increase of output per man 
per hour worked) act as a cushion on the level of employ- 
ment at the beginning of a recession. It was seen in the 
previous pages that—for the 13 industrialized countries 
taken together and for most of them individually—output 
continued to expand, though at a declining rate, up to the 
second quarter of 1974, It is therefore not surprising that 
a comparison between 1973 and 1974 shows for most 
countries no sizeable decline in over-all employment— 
indeed for a number of countries there was an increase 
(see table 1.6). In all countries except Sweden there has 
been in 1974 a sizeable decline in the rate of growth of 
“labour productivity’ (as measured by output per person 
employed), which actually fell in the United Kingdom 
and the United States. There is no evidence that in 1974 
output per person employed rose more (or declined less) 
than suggested by past relationships between output and 
productivity changes. For most countries the deviations 
are rather in the other direction, perhaps reflecting social 
reasons, a gradual shifting in the occupational status in 


8 Given the kind of “credit budgeting”? which is behind the foi- 
mulation of monetary guidelines in Sweden and Norway, | he changes 
in the “топеу supply” will be viewed as incidental. | It does not 
represent either a direct or an operational target for monetary 
policy. 

9The time lags between changes in output, employment and 
hours worked for the period 1967 to 1973 have been briefly examined 
in the SURVEY for 1973, chapter 1. 


favour of “white collar’? workers and a certain tendency 
on the part of entrepreneurs to hoard labour. 


These over-all figures need to be qualified by sectors and 
over time. Table 1.6 shows that between 1973 and 1974 
employment rose less (or declined more) in manufacturing 
than for the total economy; between 1972 and 1973 the 
situation was the opposite in most countries. Though 
sectoral employment figures for 1974 are still incomplete 
and subject to revision it would appear that (as was the 
case in previous recessions) a decline in employment in the 
manufacturing sector has been partially offset by an 
employment increase in the service sector (which acted 
once more as a “‘refuge sector’). In the Netherlands for 
instance there was a decline in industry between 1973 and 
1974 of about 25 thousand persons but an increase of at 
least the same size in the service sector. In the Federal 
Republic of Germany, employment in industry declined 
by about 220 thousand and employment in services 
probably remained stable. 


Employment development during 1974 provides—as 
was the case for output—a less favourable picture than a 
comparison between 1973 and 1974. Quarterly data on 
employment are available only for manufacturing and they 
are corrected for seasonal variations (in some cases by the 
secretariat) (see table 1.2). Between the last quarter of 1973 
and the last (or third) quarter of 1974, only Finland, 
Ireland, Italy, Sweden and France recorded some increase 
in manufacturing employment. However, even in those 
countries where the employment tendency was down- 
ward during 1974, the decline never reached large propor- 
tions. The biggest reduction was witnessed by the Federal 
Republic of Germany and nevertheless it was smaller than 
the employment decline recorded in 1967, although the 
output decline was no smaller in the present recession." 
But output per person employed in manufacturing failed 
to increase in a number of countries from end-1973 to 
end-1974 (for instance, in the Federal Republic of Ger- 
many, the Netherlands, Switzerland and the United 
Kingdom)." 

If the employment situation does not appear to have 
deteriorated more in 1974 than in 1967—even on a 
quarter-to-quarter comparison—unemployment did rise 
more. At the end of 1974 unemployment accounted for 
more than 7 per cent of the labour force in Ireland, for 
3 to 4 per cent in Belgium, Denmark, France, the Federal 
Republic of Germany, Italy and the Netherlands. It was 
much higher (more than 6 per cent of the labour force) in 
Canada and the United States (but the concept of 
“unemployed”? differs somewhat on the two sides of the 
Atlantic). For most countries these ratios are higher not 
only than those prevailing at the end of 1973 but also than 


10 As would be expected on a priori ground, such fragmentary 
information as is available shows that the employment situation 
has continued to deteriorate in January. 

11 This, short-term stability is the outcome of two divergent 
movements (see chart 1.2): in food and textiles the process of ratio- 
nalization has continued over the period under examination and 
employment has continued to fall as output was levelling off. Jn 
chemicals, metal-making and metal-using, labour productivity 
rose in 1973 (when output, too, rose) but it declined during 1974 
since the fall in output was not accompanied by a similar fall in 
employment. 
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TABLE 1.6 


Employment and output per person employed, man-hours worked and output per man-hour for the 
total economy and in manufacturing 


(Annual percentage changes) 


В ВИ EE ee 


Total economy Manufacturing 
Output Output Man-hours Output 
per per worked per 
Employ- person Employ- person (labour man-hour 
Country and year ment employed ment employed input) а worked 


MS ое es Е Oe SE a es 


Austria 
Boe Sahn TE ea ee ys 0.6 6.5 72! 4.1 —0.6 7.2 
О а oben: 1.3 4.4 2.2 3.8 0.4 57) 
[O74 saree ete a: eae ee : 0.9 3.5 —0.4 5.9 —1.8 7.4 
Belgium 
1972 aers, Sk ie а Ч —0.1 5.5 —1.5 8.3 —3.3 10.3 
ОЗ - we ee ear 0.9 4.5 1.3 5.0 —2.8 9.5 
Denmark 
LOT 20Gs Nay ба 0.0 4.8 —2.4 9.1 —0.9 ES 
1973 SR A ee И 0.7 25) —2.0 8.1 —2.0 8.1 
LOA Pees eet А —0.5 Ds —0.8 be —2.7 
Finland 
ISPS veers ae eee ek а 122 Sy 3.8 7.8 
19735 his hepsi cck о wnt ys 0.9 5.0 2.0 3.8 
щен ae Aer 1.4 3.9 1.1 3.9 
France 
1972) Sa eee ae Е Е 0.7 5.0 0.6 5.8 —0.2 6.6 
Е ee ee ne р 1.4 4.5 1.7 4.4 0.7 55 
LO eae eye oe aie 0.9 3.6 1.7 0.8 —0.5 3.0 
Germany, Federal Republic of 
ODay Stee etme —0.2 3.6 —1.6 4.8 —4.1 i fe 
1973 0.3 5.0 0.5 6.5 0.0 wm) 
LSTA еек В. —1.7 BS —2.1 0.2 —6.4 4.8 
Treland 
а ons elo ae ae a 0.3 4.5 1.1 в 
у rats о Bee ene Ге iF, Sy 72 3.1 7.3 
Italy 
О о, ee —1.7 4.9 —1.4 6.4 
19113 ава 0.9 5.4 Vat 7.9 
1974 eR c ee ees Pr Oy) lee 35 1.1 
Netherlands 
LOG eee een eee Lk —0.8 5.0 —3.8 6.9 
и en cy See —0.1 4.3 —2.2 ал 
NS ae о Л И —0.3 3.8 —0.5 Dy 
Norway 
о ee ee 0.4 4.5 0.5 3.0 —1.1 4.7 
1973 р Se tee 0.6 3.6 —0.3 ell 0.6 4.2 
OA ee fe seem к 0.8 Dh 0.3 3.4 
Sweden 
PAR te AOR, CAAA 0.3 3.3 -2.0 4.6 —4.9 7.8 
Пе ee ee ae 0.4 2.6 ee 5.2 0.0 6.5 
а о, т. 22 23 1.6 5 4.6 1.9 4.3 
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TABLE 1.6 (continued) 
Е ИК Ч Ел НО VR Se 


Total economy Manufacturing 
Output Output Man-hours Out-put 
Employ Earn Empl ae Nees a 
= mploy- person (labour man-hour 
Country and year ment employed ment employed input) @ worked 


See tetra ad Е ree aes Te eral ete ey iatal « 


Switzerland 


an APE AES OE о о О 0.4 5.4 —1.3 3.4 —1.7 3.9 
ОНО вЫ 0.2 3.2 —1.1 6.6 —1.3 6.8 
1974 —0.4 0.6 —0.6 1.9 —1.0 23 
United Kingdom 
И Sie gp eae рад 0.1 3.0 —3.2 5.8 —3.7 6.3 
В eerie Meee, А 2.4 2.6 0.4 7.9 2.1 6.1 
о ee eee ee К. —0.4 —0.5 —0.6 —1.8 —3.9 1.6 
Canada 
о. ee Sail 2.5 3.4 35 DS) 4.4 
TOTS rae oS м Se) 135 6.0 2.1 4.0 4.0 
Тон tana Sees os 4.3 —0.6 3.0 —0.3 2 165 
United States 
AGT 2am eae Re ROT. Bay 2.4 3.6 Meal gall 4.9 4.9 
OTe ae See rea hale 3.8 И 55 Sf 6.0 4.7 
ТА ete? Syne. «dig hele 1.8 —3.9 —0.2 —0.3 —2.7 2.3 


Sources: For output: United Nations, Yearbook of national accounts statistics, New York; OECD, National accounts 
of OECD countries, Paris, and corresponding questionnaires, and national statistics. 


For employment: national statistics. 


Note. The basic data for output of the total economy refer to GDP at constant market prices. For manufacturing the 
yearly changes in output for 1972 and 1973 refer to national accounts data, based on the contribution of manufacturing to 
GDP, except for Ireland, the Netherlands and Switzerland, where the output data are based on the short-term index of 
manufacturing production. The preliminary output figures for 1974 used as a basis for this table are derived from such 


indices for all countries. 


‘ The employment data for the total economy and manufacturing refer to all persons employed. For three countries, 
Finland, the Netherlands and Norway, national series for equivalent man-years have been used. The employment data 
differ in many cases from the data on man-hours worked, which are commonly derived from industrial statistics which 


exclude small establishments. 


а Man-hours refer to wage-earners only (for France also salary-earners). 
Ь From employment indices; 3.2 per cent for full coverage according to the national budget. 


those reached in the previous cyclical trough (that is in 
1967).12 


It is a customary feature Гог recorded unemployment 
to increase less in a recession than the simultaneous 
decline in employment. A weakening of the labour 
market results partly in some departures from the recorded 
labour force and partly in under-employment. Also, in 
countries which relied heavily on temporary immigrants 
to meet labour demand in previous years, departures of 
foreigners (the so-called “exported unemployment”) 
helped to moderate the rise in domestic unemployment. 
In Switzerland, where unemployment in spite of the un- 
usual rise has apparently remained extremely low, the 
weakening of labour demand was mainly reflected in a 


12 п France and the Netherlands there has been for a number 
of years a gradual but steady increase in uneinployment which 
appears unconnected with cyclical developments; but the acceler- 
ation of this movement in the second half of 1974 clearly reflects 
cyclical vicissitudes in output. 


fall in the number of foreign workers. In the present 
recession however, the available evidence—admittedly 
still fragmentary on the employment side—seems to 
show that the ratio “increase in recorded unemployment— 
decline in employment” has been distinctly higher than in 
past recessions. 


Three factors have probably been mainly responsible 
for the rather unusual behaviour of unemployment. The 
first is an increasing tendency on the part of immigrants to 
remain in the country of immigration (see below). The 
second is the severe output decline witnessed by the car 
and construction sectors: in any likelihood, most of the 
workers dismissed by these two industries became 
recorded unemployed. The third concerns women, of 
which a much larger proportion than in the past, appa- 
rently registered as unemployed. In the Federal Republic 
of Germany, for instance, in November 1974 there were 
eight women unemployed to every ten males (in the pre- 
vious peak, May 1967, the ratio was 4:10). Women 
accounted for two-thirds of the rise of unemployment 
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from May 1967 to the end of 1974. In the Netherlands, 
female unemployment, which used to be very small and 
to change very little, in recent years has risen relatively 
more than male unemployment: the female/male unem- 
ployment ratio, which was 1:10 at the previous peak of 
June 1967, rose to 3:10 in September 1974. ш Belgium, 
in May 1968 (the previous peak) female unemployment 
was less than half of male unemployment. Throughout 
1974 there were more unemployed women than men. 
Women have accounted for the entire increase of unem- 
ployment since the May 1968 peak (actually, at the end of 
1974, there were fewer men unemployed than in May 
1968). 


The interplay of the major factors in the manpower 
balance may be examined in more detail for the Federal 
Republic of Germany. Table 1.7 illustrates cyclical 
changes in the components of the labour force for this 
country since the 1967 recession. In that year, a decline in 
employment of 965 thousand persons resulted in an 
unemployment increase of only 252 thousand persons. 
The decline in employment fell in broadly equal propor- 
tions on visible unemployment, concealed unemploy- 
ment (in the form of withdrawals from the labour force) 
and net departures of foreign workers. In the 1969-1970 
upswing the number of wage- and salary-earners rose 
considerably. About one-third of the rise came from the 
shift away from self-employment and to a lesser extent 
from a decline in unemployment. The bulk of the increase 
came from immigration. Actually, the growth of the 
labour force relied entirely on immigration: the domestic 
labour force fell significantly, this being due largely to 
unfavourable developments in the size and the sex- and 
age-structure of the population and also to a structural 
downward trend in activity rates (especially among young 
and old people). Labour demand was weak not only in 
1971/72 but also in the upswing of 1973. One of the imme- 
diate responses was a retardation in the normal trend away 
from self-employment into paid employment. Unem- 
ployment rose little. The recruitment of foreign labour 
(although at a declining rate) continued to be important, 
to compensate for the structural decline in the domestic 
labour force. The total labour force in 1971-1973 under- 
went little change. In 1974, employment fell gradually 
as data by quarter show. The shift away from self- 
employment slowed down considerably, as it usually 
does in periods of weak labour demand. But the fall in 
employment during 1974 (about 780,000 from the last 
quarter of 1973 to the last quarter of 1974) resulted in an 
increase of unemployment of about half a million. Thus, 
in 1974 the effect on registered unemployment was higher 
than in 1967, as the cyclical influence on activity rates was 
not noticeable and less foreigners left the country than in 
1967. Not only did female unemployment rise considerably, 
but a large number of foreign workers registered as unem- 
ployed, instead of leaving the country “fora prolonged hol- 
iday”’ as happened in 1967.18 Foreigners accounted for one- 
fifth of the total rise in unemployment between August and 
December 1974. At the end of the year unemployed 
foreign workers reached 135,000 out of a total of 946,000. 


13 See В. Kayser, Cyclically-determined homeward flows of migrant 
workers, OECD, Paris 1972. 


(They were less than 29,000 at the previous peak in March 
1967.) However, departures of foreign workers may 
increase with a time-lag, when the redundant immigrants 
will have exhausted their entitlement to unemployment 
benefits. 


Also in other receiving countries the number of depar- 
tures of immigrants in consequence of slackening labour 
demand was much less important than could be expected, 
compared with the experience of previous recessions. The 
main reason for this probably lies in the climate of re- 
strictions to immigration prevailing in the receiving 
countries. The jobless immigrants who have gained the 
rights to stay prefer to register as unemployed rather than 
leaving the country with the risk of not reobtaining a new 
immigration and work permit. The climate of insecurity 
for the immigrants is accentuated by the fact that recent 
restrictions on immigration are only partly connected with 
the cycle, being mainly inspired by long-term social 
motivations. The last year marked a brisk turning point 
in immigration policies prevailing in nearly all receiving 
countries. The freezing of immigration started well before 
the saturation of the labour market: Denmark, the Nether- 
lands and Switzerland have been trying for a number of 
years to reduce immigration; in Denmark drastic meas- 
ures have been introduced in the spring of 1973; restric- 
tions on immigration have been applied in France and 
Norway in July 1974, and in Austria and the Federal 
Republic of Germany at the end of 1974; in Sweden, 
where labour demand has been high in 1974, severe 
restrictions to immigration other than for Scandinavia 
have been enforced.'* 


(ii) Prices and costs 


The outlook for prices at the beginning of 1974 was 
particularly uncertain due to the unprecedented rise in 
energy and raw material prices, the impact of which could 
only be estimated in very provisional terms. The range of 
national forecasts for western Europe at the beginning 
of the year was roughly for a rise in consumer prices of 8 
to 13 per cent or an average rate of about 11 per cent. 
In the event the average was at the upper end of the fore- 
cast range, namely 13 per cent, while the range itself was 
7 to 19 per cent. Those countries which had relatively low 
rates of inflation in 1973 did rather better than expected in 
1974 (Federal Republic of Germany, for example), while 
those with relatively high rates in 1973 did rather worse 
than expected. The unprecedented boom in commodity 
prices finally reached its peak in the first quarter of 1974, 


14 Restrictions on labour immigration do not exclude a policy of 
encouraging the integration of a large number of the existing immi- 
grants. This may lead to an increase of total immigration, due to the 
acceptance of the non-active members of the workers’ families. 
For example, in the Federal Republic of Germany, between 
September 1973 and September 1974, a year of severe restrictions 
to labour immigration, the number of foreign workers has declined 
by 250,000, but the number of non-active foreigners has increased 
by 400,000. Even on the hypothesis of a complete stop to further 
net immigration in the long run the number of foreign workers may 
seh through the entrance into the labour force of family 
members. 
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TABLE 1.8 


Annual and quarterly changes in money terms and real terms, of average hourly wage rates in manufacturing 
(Percentage changes over corresponding period of previous year) 


A = Change in money terms 


Country 1972 1973 1974 


В = Change in real terms 4 


Bee tee Ve be ee ge NE Re aye oo ee ae ee ЕЕ 


Austria ® 

JNA Eo ah eet dees be een 12.0 ey 125 

Bieta rae tie ee St 3:3 pal 
Belgium 

heme Ce 187 16.4 20.7 

В ИВ 8.8 el 
France © 

A. iil 14.0 18.7 

B 4.6 6.2 4.5 
Germany, Federal Republic of 

A 8.5 9.8 12.0 

B 2.8 Oi 4.7 
Italy 

A 10.4 DYN PPS) 

B 4.4 122 27. 
Netherlands 4 

ite ete aT ee В 125 13.6 18.0 

|S Pray, a i Ae ми 4.4 Sv? ded 
Switzerland © 

ASME EU, Noe he м ce 8.8 9.1 10.6 

си О О ie 2.0 0.4 0.7 
United Kingdom 

Ae ee ee EE, eee Ae ee ee 13.8 12.9 17.0 

с the Cd dere en ee мел 6.3 3.4 0.8 


1 8.1 8 1557 16.0 15.8 ИВ 7.4* 
3.9 0.3 1.8 We) 6.9 5.4 15, 21 
15.6 16.9 WES: 1155 14.2 19.3 22.8 26.1 


ТУ. 24.2 28.3 28.7 27.9 22.1 20.1 20.2 
5.8 11.8 15.0 |5 тт 49 —04 —3.6 
22 13.4 14.3 14.5 159 18.5 18.7 18.1 


93 9.0 9.0 92 10.5 10.5 10.8 10.7 
{les} 0.7 И 0.1 1.0 0.2 1.7 
13.0 1185. 12 122 13.6 14.5 18.3 Pal Ws) 


3 
4.7 4.0 2.8 НЫЙ Ни tee ЕЕ 2.8 


Sources: National statistics. 
а Change in money terms deflated by change in consumer prices. 
b Mining and manufacturing. 


and in view of its important consequences for domestic 
inflation in the industrial countries this section includes a 
brief review of the primary commodity markets in 1974. 


WAGE RATES AND EARNINGS 


In spite of the cyclical downturn of output, the growth 
of hourly wage rates in manufacturing industry showed 
little sign of slowing down in the first three quarters of 
1974 (table 1.8). To some extent, of course, this simply 
reflects the usual lag of the employment cycle behind that 
for output: for most countries unemployment only 
began to rise sharply toward the end of the year. The data 
for the fourth quarter show some slackening in the rate of 
growth (most noticeably in Austria) but there was a further 
sharp acceleration in Belgium and the United Kingdom. 
However, with cost-of-living adjustments, threshold 
payments and other attempts to adjust wage rates and 


с Annual data are averages of the four quarters January, April, July and October, 
d Males. 
е Industry. 


earnings for rises in the cost of living becoming increas- 
ingly widespread in western Europe, the interpretation of 
changes in indexes of wage rates and of earnings has 
become increasingly difficult.1° In a number of countries 


** An annual wage rate or earnings index will give a good indica- 
tion of the underlying rate of change of new settlements only if 
there are regular 12-month periods between settlements. Once 
major groups start receiving special adjustments within the normal 
settlement period the index becomes increasingly unreliable for 
establishing the underlying trend of wage or earnings increase. In 
the United Kingdom there was a threefold triggering of the threshold 
mechanism in October and this was an important source of acceler- 
ation in the wage rate index in the last quarter of 1974. Although 
the change in the October retail price index was the last to which 
the threshold arrangements under the Phase Three Code applied, 
a number of unions in the United Kingdom have negotiated the 
continuance of the threshold system or similar arrangements for 
automatic compensation for rises in the retail price index. A major 
part of the increase in wages in Belgium in 1974 was due to 
automatic indexation of wage rates. 
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TABLE 1.9 


Annual and quarterly changes in money terms and real terms, of average hourly earnings in manufacturing 


(Percentage changes over corresponding period of previous year) 


A = Change in money terms B = Change in real terms 4 
1973 1974 
Country 1972 1973 1974 (tps ih Pe tan Е и 
Austria © с 
о ey A HS rae. MO = lip lov 2.7 zk Wil 11.9 10.1 16.0 16.2 17.1 15.4 
5 Sa ees р А i] vom Sal 4.7 ay 4.4 3.8 3.0 7.8 7.1 6.6 4.9 
Belgium 4 
Jhon A Tie В ee ee р 14.3 16.4 20.8 15.8 17.5 sy) 16.2 16.5 19.6 227 23.4 
о а А cere ae 8.3 8.8 af 8.3 9.6 8.1 8.6 US 7.3 И 6.5 
Denmark € 
ING SE ee a ie ae eae И И 15.6 11.1 14.4 ВЫ 19.4 2:2 20.5 18.9 
р И Sy? 5.8 By 5.3 6.8 U2 6.4 5 72,3} 
Finland f 
Aon wc poe Oe ers 14.7 16.8 13.8 S35) 18.2 19.7 20.9 22.3 22 
Le, Re eee FeAl S55) 49 6.0 5.4 5.6 4.6 4.1 3.9 
Germany, Federal Republic of & 
Lat yy aE eae ee lee ae seinen 8.9 10.5 ae oS 9.9 11.3 11.6 8.0 ПИ ПИ 
р ee ieee ри eee Bee 3.4 aie 2.6 2.4 4.1 4.0 0.6 3.81 4.0/7 
Ireland 
A 14.9 19.0 14.0 19.7 21.8 20.0 18.5 20.0 19.2 
АИ а 57 6.8 3.6 We 9.5 6.6 4.4 3.3 1 
Norway № 
В ee 9 10.6 17.4 9.6 WL a 10.3 11.4 12.2 15.5 20.8 20.6 
В 1.6 2.9 es 2.0 2 Sal 3.6 Bal 6.4 10.1 8.9 
Sweden © 
TS hie hy Neb ate ce a ee 1 2 8.0 12.31 8.6 7.0 8.0 8.4 10.1 12.6 13.21 13.31 
В. о... 4.9 В. Dai! Des 0.3 1.4 0.7 0.3 35 3.74 1.31 
United Kingdom 
И И ae 12.9 12.7 17.0 13.31 MF Bj) 13.4 9.5 14.0 19.6 24.2 
VE ya OS, spe tal Ce ole en al ee 5.4 See 0.8 5.07 3.1 3.8 2.8 —3.0 —1.6 ao) Sy 
Canada 
A Re ee Rene AIM sae alt [a0 ae 8.5 BO? ib бо р galas 
ee re ete dae. celles! ча 3.0 1.3 a DES Ils) 0.5 0.6 0.4 0.9 3.8 
United States 
OE er a ie RA Bay Ee ES 70 68 83 69 65 Ti 65 al 74 92 ‘102 
er eles. ice BOTS -- 3.6 ею. би. OO Oe 1.4 3.5 Or) Si 1.7 


ec 


‘ =P е Includes construction, transport and some services. 
Sources; National statistics. т А a 


а Change in money terms deflated by change in consumer prices 
b Monthly earnings (wage-earners). 

с Includes mining. 

d Mining, manufacturing and transport. 


f Industry 
8 Quarterly data refer to January, April, July and October. 


sible retroactive supplements in the 3rd and 4th quarters 1974 excluded. 
J Comnared to January and March 1972 (labour stoppages in February 1972). 
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such as the United Kingdom, for example, the rise in wage 
rates at the end of the year may overstate the real under- 
lying rate of increase. For those countries where the 
comparison is possible, average hourly earnings generally 
rose rather more than wage rates in the first three quarters 
of 1974 (table 1.9); but this pattern may have been reversed 
in the last quarter with the growth of short-time working. 
(In the United Kingdom earnings rose less than rates in 
the first quarter mainly as a result of the period of the 
“three-day working week’’.) 


The available data suggest that in spite of highrates of 
consumer price increase, changes in “real’’ earnings were 
generally positive, and in some cases quite large—in 
Austria, Belgium, Denmark and Norway real hourly 
earnings in manufacturing rose by 5 to more than 7 per 
cent in the first three quarters of 1974, while in France 
and the Netherlands “‘real’’ wage rates rose by 4.5 and 
nearly 8 per cent respectively. In the United Kingdom 
“real” average hourly earnings barely rose at all in 1974 
(although this reflects mainly the exceptional conditions 
in the first quarter), while in the United States they 
actually fell by 2.6 per cent. In Switzerland the annual 
rise in industrial “‘real’’ wage rates was negligible.4® Ina 
number of countries these gains in real income have been 
made at the expense of profits which have been squeezed 
between rising labour and raw material costs on the one 
hand and price controls on the other.’” A deterioration of 
corporate financial positions is a typical feature of a 
cyclical downturn, but in 1974 the deterioration was 
particularly severe. Consequently there has been a relaxa- 
tion of direct price controls in a number of countries—for 
example, prior notification of price increases was gradually 
relaxed in the Netherlands and a higher proportion of 
increased wage and salary costs was allowed to be passed 
on in the second half of the year; firms were also allowed 
to pass оп a greater proportion of increased labour costs 
under the changes made in the Price Code in the United 
Kingdom (in November), which also provided better 
safeguards for profit margins. In Belgium on the other 
hand the price notification period was gradually extended 
through the year and in October was set at six months 
with effect until the end of January 1975. 


As far as changes in living standards are concerned 
these movements (money wage rates or earnings deflated 
by the consumer price index) either overstate the rise in 
“геаР” disposable incomes or understate their fall. This 
results from the fact that existing tax systems generally 
involve paying higher taxes on falling ‘real’? incomes 
(known аз “‘fiscal drag’’) and from rising charges and 
contributions for certain social services such as health and 
pensions. In the year April 1973 to April 1974 average 
weekly earnings for full-time male workers over 21 in 
the United Kingdom, for example, rose 12.3 per cent in 


18 According to the Bundesamt fiir Industrie, Gewerbe und Arbeit, 
hourly earnings for wage-earners in industry, construction and 
certain services rose by 13,9 per cent in money terms and 3.8 per 
cent in real terms. 

17 With the abolition of the United Kingdom Pay Board in July 
1974, Government policies towards wage and salary growth in 
western Europe and North America are now almost entirely parae- 
netic. 


money terms and fell 2.9 per cent when deflated by the 
retail price index; but “теаР” disposable income, after 
allowing for taxes, national insurance contributions and 
family allowances, fell by 4 per cent.*® According to a 
study by the Joint Economic Committee of Congress, » 
income-taxes on an average family income in the United 
States rose by 25.6 per cent compared with a rise of 11 per 
cent in consumer prices; the average family (with one 
wage-earner) would have required a 14.6 per cent 
increase in its money income just to maintain its 1973 
standard of living. The danger of very low rates of 
increase in real disposable incomes (and a fortiori of 
negative rates) is that they may stimulate vigorous action 
on the part of unions and other organized groups to 
defend their living standards which in turn runs the risk 
of aggravating still further the price-wage spiral; a 
prolonged period of marginal growth or of decline in real 
disposable incomes is therefore likely to end (temporarily) 
in an “‘explosion’”’ of money wages.’® 

Productivity growth generally fell sharply in 1974—the 
only exceptions on the available data are for the manu- 
facturing sector in Austria and Finland *° (table 1.6). 
Consequently, given the generally high rate of wage 
increase, unit labour costs rose very sharply in most 
countries. 


Change in unit labour costs for total economy < 


(Annual percentage change) 


1972 1973 19746 
к, eee 5.8 10.3 11.5 
ва ое 8.9 8.3 
Denmark” Vane 1. ee eee ИЗ ом on 
Finland.) ее. 9.1 14.2 16.0 
FRANCE: “22 are a mete hee oe 6.0 8.7 14.5 
Germany, Federal Republic of . 6.1 7.8 9.0 
Ireland Pde ee ee 11.6 10.6 16.5< 
tal gee rec eae eee 7.9 13.3 20.0 
Пещере 7.4 9.6 11.0 
INOFWAYV 9% sty eal oe a ees fies} 8.2 11.5 
Sweden а ene es oem 6.0 5.0 7.5 
Switzerland то i ie г 
ес о о 8.4 9.1 20.5 
Сапача бо мо scat ets 4.9 5.2 12.0 
United States aa 5:3 5 


Source : National statistics. 

а Annual changes in compensation of employees divided by annual changes in 
real output. 

Ь Estimates rounded to nearest 0.5 percentage point. 

с Based on compensation of non-agricultural employees 


18 NIESR, National Institute Economic Review, August 1974. The 
calculation refers to a married couple with two children aged 11 or 
under, 

18The type of calculation referred to above understates (оуег- 
states) the growth (fall) in real living standards to the extent that 
consumption of public goods is ignored. However it might be argued 
that most taxpayers also ignore their own consumption of public 
goods and that it is in fact ‘real’? disposable income as calculated 
above to which trade unions, now increasingly free from “money 
illusions’’, respond. 

20In Austria there was nevertheless a sharp deceleration in pro 
ductivity growth through the year, particularly in the last quarter- 


PRIMARY COMMODITY PRICES 


The commodity price boom, which started towards the 

/ end of 1972, finally stopped accelerating in the second 

quarter of 1974 although there were differences in timing 
as between different product groups. 


In the first quarter of 1974 the UNCTAD commodity 
price index (in dollar terms) was 69 per cent above the 
same quarter of 1973; by the end of the year it was only 
10 per cent higher than the fourth quarter of 1973,21 
(table 1.10). For 1974 as a whole commodity prices were 
about one-third higher than in 1973, whereas in 1973 the 
average rise had been about 50 per cent. By January 1975, 
with an easing of food prices and continuing falls for 
other product groups, the index, excluding sugar, was at 
its lowest level since June 1973 and 23 per cent below its 
peak in April 1974. Nonetheless, for a number of indi- 
vidual products, prices at the end of 1974 and the begin- 
ning of 1975 were still very much higher than their lowest 
levels of 1973/74 (table 1.11). 


Somewhat exceptionally, in comparison with previous 
cyclical downturns, prices continued to rise after the 
cyclical peak of the growth of activity had occurred in the 
industrial countries. However, for non-food prices, this is 
largely explained by special features of the cycle in the 
industrial countries rather than changes in the commodity 
markets themselves. Although the cyclical peak had 
occurred in 1973, industrial production in western Europe 
was generally maintained, after a slight setback in the first 
quarter, through the first half of the year (and in several 
cases beyond) at approximately the same levels of the last 
quarter of 1973. The reasons for this include the working 


21 UNCTAD, Monthly Commodity Price Bulletin, Geneva. This 
index weights market price quotations by the relevant product shares 
in the total dollar value of developing countries’ exports in 1968/69. 
The NIESR’s dollar index, with a somewhat broader commodity 
coverage and including more developed primary exporters, such 
as Australia, New Zealand, etc., shows a similar deceleration over 
the year (from 56 to 18 per cent). NIESR, National Institute Econ- 
omic Review, London, February 1975. 
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off of exceptionally large backlogs of orders, particularly in 
engineering industries, which had built up as a result of 
the many bottlenecks encountered in the previous 
“boom’’, the rebuilding of stocks, and, in a few cases, 
supply shortages. There is no evidence that intervention 
by (non-oil) primary producers or their governments had 
any significant influence on commodity prices in 1974 and, 
as yet, there are no grounds for supposing that attempts in 
the near future will have any major impact either. 


Agricultural raw material prices had started falling in 
January 1974 and, apart from a few exceptions such as 
jute 2? and sisal, continued to fall throughout the year. 
(The textile, clothing and footwear industries are usually 
among the first industries to be affected by a cyclical down- 
turn in output.) Metal prices continued rising until May, 
largely because of the continued buoyancy of the metal- 
using sectors in the industrial countries. The sharpness of 
the ensuing fall was accentuated by an outflow of specula- 
tive money from the metal markets 23 (particularly copper) 
as well as by an expansion of productive capacities in 
response to earlier price increases (copper, for example). 


In contrast to prices of agricultural raw materials and 
metals, which by the last quarter of 1974 had fallen well 
below their average levels in the last quarter of 1973, 
primary food prices in the last quarter were still 45 to 50 
per cent higher than in the last quarter of 1973. The rate of 
increase had decelerated through the first three quarters of 
the year, but this was checked by generally poor crop 
forecasts in the summer. A related factor in keeping 
prices up was the introduction of export controls in the 
United States. One of the most remarkable movements of 
the year was the fivefold rise in the price of sugar between 
November 1973 and November 1974: this was the result of 


22 Supplies were severely disrupted by flooding in Bangladesh. 

23 The fall in metal prices began soon after US treasury bill rates 
had risen, in the first week of May, to record rates of 9 per cent on 
13- and 26-week bills. However, it should be remembered that metal 
price movements always tend to be rather volatile in response to 
sharp changes in industrial output in the industrial countries. 


TABLE 1.10 


Market prices of principal commodity exports of developing countries, in dollar terms а 


(Percentage increase over previous year or corresponding quarter) 


1974 


1972 1973 1974 I И Ш IV 
Food and beverages . ee ck 15.0 В 41.9 48.7 45.9 30.9 44.9 
Vegetable oils .. . . Ри, — 12.4 75.5 78.5 154.5 110.0 56.2 33:5 


Agricultural raw materials... . 5.0 Te 12.9 87.6 36.0 —6.8 —28.5 


Ores and metals 0.0 49.0 26.8 73.9 68.4 7.4 —17.5 


- 
All commodities 2 US 50.4 33.5 69.1 51.9 17,5 10.2 


(1.9) 693 662) (6690 5» (4) @ 1.9) 
а 
_ ид ——_ - 
Source: UNCTAD, Monthly Commodity Price Bulletin, Geneva. | | cy 
a Weights of original indexes are the relevant product shares in the total dollar value of developing countries’ exports in 
1968-1969. и 
b Figures in parentheses are changes deflated for changes In the value of the dollar. 
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ТАВЕЕ 1.11 


World market prices of selected primary products 


1972 1973 


(Annual averages) 
SIA Bees Me ee en ee 


Wiheats (Gy GO! lbs) о, gene a 1.90 975 
Мале len ores о 61.4 116.2 
оао Meee ne os о... 7.43 9.60 
И а 2 ae, 50.34 62.16 
Сосо Derr ee ts eee eels tae PANS) 51.29 
РИ aoa He 42.03 43.20 
Сопот ион а Blane: 56.33 
Мое) ее 95 165 
Оо pene ce te al TS 121 120 
Rubber (Cts( Keyes eee ace аа в 93.7 167 
Manganese ($/ton)* ........ 61.50 76.34 
Aluminium (cts/Iby’) . 2. ss: 26.8 Pfs 
Copper (On) toms a cect ee 428 726 
Weadi(iton)o aes ea ae eee 120.8 eS 
PNAC SH (OM) coarser Пос Mapes Wd ost ie! 347.5 
ОО toe, ae SARC. ces 1 506 1 960 


Source: UNCTAD, Monthly Commodity Price Bulletin, Geneva, January and 
February 1975. 


aUS, No. 2, Hard Red Winter, (0.6. Gulf. 

6 US, Мо, 3, cif UK. 

с New York, Contract No. 11, bags. 

а “АП Coffee’’ indicator price of ICA. 

е Average New York and London daily prices (3 months). 
Г London auction, all teas. 

g US Memphis Territory, SM.1-1/16. 


severe supply shortfalls and of speculation on the free 
market. An exception to this general trend was the price 
of meat (particularly beef) which fell in the industrial 
countries as a result of widespread slaughtering by farmers 
who were being squeezed by rising input prices and con- 
trolled product prices.*4 By the beginning of 1975 primary 
food prices were easing, but future movements are now 
subject to more than usual uncertainty. Since 1972, when 
world wheat production fell for the first time since the 
Second World War, carry-over grain stocks, particularly 
in North America, have been negligible. Consequently 
world food consumption has become increasingly depen- 
dent on the previous harvest and, in the short-run, this 
must increase the probability of greater price instability. 
This problem has been further intensified by the growing 
dependence of much of the world’s consumption on North 
American production, so that the future movement of food 
prices is closely related to meteorological and other 
factors affecting crop conditions in the United States.2° 


24 However, as has been widely noted, these price falls have not 
generally been reflected in retail prices. 

25 The probability of a severe world food shortage in the short 
run is likely to be more or less equal to the probability of a major 
crop short-fall occurring in both the United States and the Soviet 
Union in the same crop year. 


1973-1974 December January 
1974 Low High 1974 1975 


(Monthly averages) 


5.91 2.68 6.02 5.05 4.63 
154.2 86.1 171.5 161.0 138.8 
29.94 8.89 56.63 45.01 38.33 
67.96 57.03 73.74 65.63 64.96 
70.77 32.47 82.74 64.41 67.26 
59.86 39.09 65.70 65.30 64.76 
63.16 39.78 91.07 48.71 46.07 
129 92 165 97 91 
156 УТ 210 210 213 
182.1 113.4 271.1 133,9 127.8 
115.87 61.50 132.50 132.50 128.8 
34.7 24.6 39.0 39.0 40.6 
878 475 1268 553 512 
253.2 135.0 303.0 229.4 92.9 
5292 164.4 748.4 A313 338.2 
3 495 1611 951 3 079 3 252, 


h UK Dominion Clean: 50’s dry combed. 

i Raw Bangladesh, B.W.P. f.0.b. Chittagong. 
J Singapore No. 1 RSS, f.o.b. in bales. 

К Mn content, c.i.f. London. 

| Canadian delivered, UK. 

mLME, Cash wirebars, spot. 

n LME, cash settlement. 

OLME, spot cash. 


Oil prices also rose further in 1974, although since most 
of the increase was ш the latter part of the year the full 
effects will not be reflected in average c.i.f. prices until 
1975. Posted prices were frozen for most of the year but 
these are becoming increasingly irrelevant as an indicator 
of the actual prices paid by companies and thus even- 
tually, by consumers in the importing countries. In 
October 1974, OPEC raised royalty rates from about 
12.5 per cent to 16.67 per cent of the posted price, and tax 
rates 26 from 55 to 66 per cent. In November the Persian 
Gulf exporters raised the royalty still further to 20 per 
cent, the tax rate to 85 per cent and also increased the 
buy-back price. At the same time the share of partici- 
pation oil in OPEC production has also risen (and can be 
expected to continue to do so). The cost of crude oil to the 
oil companies has therefore risen by some 11-12 per 
cent. 

Many explanations of the non-oil commodity boom, 
which was not predicted by forecasters in the industrial 
economies, have focused on a constellation of particular 
factors such as specific crop failures, the disappearance 
of the Peruvian anchovy, strikes in metal mines and other 
supply constraints. But the pervasiveness of large price 
increases, comparable only to the booms associated with 


26 Tax on posted prices /ess royalties less production cost. 
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outbreaks of war, strongly suggests that demand was the 
principal factor. Perhaps the main source of forecasting 
error was not to allow for the effect of the closely syn- 
chronized rise in demand in the industrial economies in the 
1972/73 boom. Moreover, mainly as a result of high 
interest rates, raw material stocks had been kept relatively 
low before the cyclical upturn so that a fairly strong re- 
stocking demand was added to the demands for current 
production. Given such demand pressure, particular 
disturbances in individual markets assumed greater 
significance. There also appears to be good evidence that 
the price boom was accentuated by a considerable 
increase of speculation in terminal commodity markets; 
for example, the ratio of futures turnover to world 
imports for a number of commodities rose as follows: 27 


1970-1972 1973 1974a 

Cocoa (London) . 3.74 7.39 6.58 
Coffee (New York) 0.01 0.92 1.08 
Sugar (London) 1.68 1.94 2.07 
0.78 1.28 0.89 


Copper (London) . 


а January-June, annual rate. 


The fact that the rise in commodity prices was much 
greater than had previously been the case during booms in 
industrial production is thus largely explained by special 
features on the side of demand during the boom period 
rather than to any radical changes on the supply side or 
in the pricing policies of primary producers. There is no 
evidence that the recent boom in commodity prices in 
any way reflected the emergence of persistent shortages 
of raw materials and primary foodstuffs, or that supplies 
of certain materials were close to exhaustion. However, 
serious problems such as the lack of investment in raw 
material industries as well as the retarded development 
of agriculture in many parts of the developing world have, 
yet again, been highlighted, and it is important that this 
time more constructive policy responses should be 
forthcoming from both industrial and developing coun- 
tries. Otherwise the widespread fears of persistent short- 
age will be justified, albeit for the wrong reasons. 
One consequence of this price boom is that the indus- 
trial market economies are now more interested than they 
have been in the past in some form of international 
co-operation to stabilize primary product prices and to 
ensure security of supplies. 


CONSUMER PRICES 


Price inflation accelerated sharply in 1974. In western 
Europe consumer prices rose on average by some [3 per 
cent, compared with just under 9 per cent ial 195 9 
in North America the rise in 1974 was some 11 per cent, 
while in Japan it virtually doubled from about 12 per cent 
in 1973 to 23 per cent in 1974 (table 1.12). 


27 UNCTAD, Speculation and Price Instability on International 
Commodity Futures Markets, TD/B/C.1/171, Geneva 1974. 

28 Unless otherwise stated annual percentage changes in ‘this 
section refer to the change over the preceding year or, as appropriate, 
the corresponding quarter or month of the previous year. Averages 
for western Europe refer to the arithmetic mean change for the 13 
releyant countries in table 1.12. 


In western Europe the average rate of inflation increased 
sharply in the first quarter of 1974, as the effects of the oil 
price increases of October 1973 began to work through the 
industrial economies, and continued to accelerate through 
the year although at a slightly lower rate in the fourth 
quarter. Monthly rates of increase are shown in chart 1.3 
and these indicate more clearly that the average rate of 
Increase In western Europe was levelling off through the 
last quarter of the year (this is so even if allowance is made 
Гог. the particularly sharp deceleration in the rate in 
Switzerland and the Federal Republic of Germany). 


However, averages of national rates of inflation are now 
tending to conceal an increasing diversity of national 
experience. From 1969 until the end of 1972 there was a 
narrowing of inter-country differences in inflation rates, 
but this tendency has been reversed since the beginning of 
1973.2° This return to a wider dispersion of national rates 
of inflation has been accompanied by the emergence of 
two groups of countries; as can be seen from the following 
table a statistically significant difference between the 
two groups emerged in the second quarter of 1973 and 
became increasingly significant in 1974. 


Mean rates of increase of consumer prices in two groups of west 
European countries 


Group I1@ Group 116 
о Ee a ee cea eee aed 6.59 6.10 
Le (epee ee hale cage ae eee 6.27 6.48 
Tee eck Se en a eee 6.66 6.70 
at RO re A Sea М Beeman ea 8 7.16 7.03 
т о ee ree on tame CC, me В 8.11 7.20 
о ocr eee a era ee an 9.21 HAST 
We 9.91 7.30 
УЗ. 10.84 8.13 
ое ое то 8.95 
о. С, и eae he 15:20 8.73 
ПО. 16.83 9.40 
уе. 18.34 9.72 
Source: Table 1.12 and previous issues of the SURVEY. 
а Belgium, Denmark, France, Finland, Italy, lreland, United Kingdom. 


b Austria, Federal Republic of Germany, Netherlands, Norway, Sweden, Swit- 
zerland. 


с Difference in group means significant at p = 0.05 (based on f-value, adjusted for 
small sample size). 

d Difference in group means significant at p = 0.01. 

e Difference in group means significant at p = 0.001. 


4 


This division of countries falls essentially along the line 
of strong and weak currencies; the major exception is 
Belgium where a rapid acceleration in the consumer 
price index (see chart 1.3) had little effect on the exchange 
rate.8° Countries in Group I generally experienced large 
adverse movements in their (net barter) terms of trade in 


29 The coefficient of variation of the mean rate of consumer price 
increase for the 13 west European countries in table 1.12 fell from 
0.43 in 1969 to 0.10 in 1972, IV, whence it has risen continously to 
0.35 in 1974, IV. 

80 This probably reflects the relatively strong payments position 
of Belgium during the year. 
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Chart 1.3 


MONTHLY CHANGES IN WEST EUROPEAN CONSUMER PRICES IN 1974 
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М. В, For /reland, the line is based on interpolation of quarterly data. 
Source: National statistics. 
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TABLE 1.13 


Annual and quarterly changes in consumer food prices 


(Percentage change over corresponding period of previous year) 


1972 


Аа ary gets dena inser te 6.2 
Ветонит бо аа. 6.6 
Репа те. ИО 
Е ое ео 9.0 
Rrance 92ers eo 2 i en 7.0 
Germany, Federal Republic of 7° . el 
Trelandsees tina cc ee 11.9 
А т ое 6.3 
Netherlands 4am) wei ae 6.2 
INGEWS Yer ла ооо nal ae 6.1 
Swedenicres song сою i 7.6 
Switzerlanduy eee mn ee eee ees 6.7 
ПОСЕТЯТ а о в о боб о 7.1 
West European average (unweighted) 7.2 
О States орлов нос 4.4 
Canadavwiwten а. ме 6.6 
арабы с ee о. andl 


Period 
1973 


1974 I И 


11.8 14.0 11.1 9.8 12:3 
5.9 10.1 16.2 17.6 18.7 
OF 12.6 12.3 13.1 ТР 12.4 
1K 4.7 5.4 4.4 4.5 4.8 
14.7 Wiel 10.9 16.1 20.2 
19.4 Е / 15:2 20.5 РТ! 


18.1 17.3 17.0 ТС 197 
Sila} 9.8 10.0 JA 133 
14.4 193 15.5 11.4 12.0 
16.2 15.8 16.4 15.3 И 
28.1 28.2 26.9 28.2 28.9 


Source : OECD, Main Economic Indicators; and national statistics. 


а Including beverages. 
6 Excluding restaurant meals. 
с Including tobacco, 


1973 and 1974, and had already experienced a signficant 
deterioration in their current balances by the third 
quarter of 1973; the rise in oil prices in October 1973 led to 
a further major deterioration in 1974. Countries in 
Group II experienced much less severe falls in their 
terms of trade *! (generally below 10 per cent in the first 
three quarters of 1974) while their current balances either 
remained in surplus or, at least, deteriorated by much less 
than those in Group I. 


It is of course by no means clear that this emergence of 
two groups of relatively high and relatively low inflation 
rates is more than a temporary phenomenon, but the 
possibility of a cumulative bi-polarisation of this nature 
has been raised by the Managing Director of the IMF.*? 
Under floating exchange rates 33 countries with relatively 
hard currencies are better able to resist imported inflation, 
but at the same time this will also tend to amplify it in the 
country of origin. Also, given that short period import 
demands be price inelastic, a system of floating rates 
may well accentuate payments imbalances in the short run 
rather than redress them. In other words the division of 
countries into two inflationary groups, may reflect an 
interdependence between the two in the sense that the 


31 Norway’s terms of trade actually rose. 


32 See his speech before the American Economic Association and 
the American Finance Association in San Francisco, 28 December 
1974. 


33 Tt will be recalled that the major currencies were all floating 
against each other by mid-March 1973. A significant difference 
between Groups IJ and II therefore began to emerge after one quarter 
of (managed) floating. 


more one group reduces its inflation rate the more the rate 
increases in the other. Thus a managed floating régime 
may reinforce the very differences in national inflation 
rates which had originally led to the abandonment of - 
fixed exchange rates. But there is no suggestion that this 
process is somehow deterministic. The experience of 
Belgium in 1974 suggests that the advantages of an 
appreciating currency can easily disappear in the absence 
of more effective anti-inflation policies. On the other hand 
it appears that a very sharp deceleration of the inflation 
rate may emerge in Japan as a result of its severe defla- 
tionary policies, though it is precisely the political 
difficulties of pursuing such a course in the other Group I 
countries which to some extent have contributed to the 
continuation of accelerating inflation rates.*4 


Consumer food prices (table 1.13) continued to rise 
quite steeply in the first three quarters of 1974 and, apart 
from Denmark, the Federal Republic of Germany, 
Ireland and the Netherlands, the annual rate of increase 
was higher than in 1973. Inter-country differences in the 
growth of food prices are larger than for total consumer 
prices, a consequence of differing degrees of import 
dependence for food supplies as well as differences in the 
degree of price control or the extent of subsidies. In 
Norway, Sweden and the United Kingdom, for example, 
subsidies have played an important role in restraining the 


34 A recent study has shown that the response of trade flows to 
relative price changes tends to be rather longer than the 18 months 
which has been frequently postulated. See Helen B. Junz and Rudolf 
В. Rhomberg, “Price Competitiveness in Export Trade Among 
Industrial Countries”, American Economic Review, May 1973. 
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TABLE 1.14 


Contribution of main components to rise in total consumer prices 


J (Percentages) 


Weight 


Country component in index 


1972 


France 
ioe Е - aN BES foo Ноа 32 36.6 40.4 44.1 31.0 36.0 32.6 29.6 27.4 
pes 5 т т Meee ce р. № 41 31.4 32.5 28.6 46.5 42.0 45.4 48.9 48.4 
М И оси О Ч пад уаг 6.4 } 0.1 18.2 19.2 18.6 18.3 16.1 
Rent es у Be ei aad A alta MM a, Meeps Set oie 4 4.1 4.2 4.5 2.8 3.4 2.9 2.8 2.6 
Debvicesiccs ret. tam С a) eke. Go watts 23 27.9 22.9 22.9 19.7 18.5 19.1 18.8 21.6 
Germany, Federal Republic of 
BAGO Weare GW fein A cel yale 33 23.6 33.9 8572 22.3 23.9 20.6 20.8 23.8 
Goods less 1 Ee care be ene eee 39 40.6 33.2, 38.6 51.8 Shad 552 Sail 48.9 
Bueland-light” ла. 4.59 4.7 : 10.8 11.9 18.7 13.5 11.9 2.9 
Rent Set era ore: kes 13 14.9 14.6 12 9.2 9.5 9.3 9.3 9.1 
ПЕСО С о coma a 15 20.8 18.3 15.0 16.8 14.9 16.9 eZ 18.2 
Italy 
OOM oma a wae ot Bois ots 36 375 41.0 40.2 35.9 33.6 83 36.1 40.8 
Gr oodsmess оо. Е 41 39.3 32.7 36.6 54.0 Sail 56.4 54.9 49.6 
Е БА сое с о meee: .5 2.9 0.3 6.6 5.4 Tal 6.9 6.8 
ER CT COO Ree cam as eh i. Xs 7 5.3 р 4.5 2.0 1.7 1.6 1.8 2.3 
ИЕ (оО оо ое 16 17.9 21:4 18.7 8.1 9.6 8.4 Up! 7.3 
Netherlands 
Food bi Aes Зах, 32 24.4 2 30.7 23.0 26.4 20.3 20.5 23.1 
Goods less ой НТ : 31 25.0 26.3 р soul 32.8 55.5) 5 37.6 
о а ен Sil ope т DA 6.8 7.0 8.2 7.0 5.6 
Rent ре АМ Ae Pn ae 9 11.6 10.8 10.9 8.2 10.2 8.4 7.8 6.9 
Services less fen te Coe ere 28 39.0 40.0 31.4 33.7 30.6 35.8 35.6 32.4 
United Kingdom 
Во. ae т 30 45.8 D5, 50.6 36.6 40.1 31.0 2D) 33.4 
Goods less faa на 50 31.9 46.6 25.7 48.5 42.3 525 9 53.4 
Ва И аа уаг. 8.1 : 1.9 10.5 8.8 9.3 12.1 1.2 
IRENE се о “peep en eee и 12 11.0 19.1 15.4 9.2 ТЗ Я 9.0 6.8 
Services less reat eS a as 8 Е 8.3 Syd 6.2 4.8 5.9 6.4 
United States 
во... о а 22 [555 29.1 51.6 В 45.0 34.4 23.8 DAD 
Goods less т, ed a 40 35.6 Dial В 37.0 27.8 Bors 42.7 42.3 
Fuel and light 3.44 5.6 4.1 es 8.4 8.8 Teal 
Rent : 5 5.4 в 3.6 2 D3} Dal 1.9 De 
Services less rent . 32 43.6 38.5 DOKG 29.6 24.9 25.2 Silks 31.4 
Sources: OECD, Main Economic Indicators, Paris (1970 100 and 1970 NOTE. The Netherlands and United Kingdom index values for food and goods 


weights), except for fuel and light contributions which were computed from national 
statistics (various bases), 


rise in prices — an official estimate in the United Kingdom 
was that in November the food index was 6 to 10 per cent 
lower than it would have been in the absence of subsidies. 
(The rise in the United Kingdom was In any case excep- 
tionally large because of the depreciation of the pour nd, 
the transition to the EEC’s CAP, and the exceptional 
circumstances leading to the very large increase in sugar 
prices.) However, current policy intentions in the United 
Kingdom are to phase out food subsidies in the coming 
year, although in Sweden the 1975/76 Budget foresees an 
increase. Other policies aimed at restraining the rise in this 


less food in 1971 and the first three quarters of 1974 are adjusted for change of 
weights in the OECD publications, 


politically sensitive index have included price freezes on 
basic foodstuffs (for example, Sweden and Italy) the 
raising of VAT exemption for farmers (Netherlands), the 
subsidizing of interest rates to market gardeners (Den- 
mark), and the removal of VAT from food (Ireland). 


However, the relative contribution of food prices to the 
over-all rise in consumer prices was much lower than in 
1973 (table 1.14) with relative food prices falling through 
the year in most countries. The principal contribution to 
accelerating consumer prices in 1974 came from “goods 


less food” ‘for which relative prices rose sharply, partic- 
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ularly in the first three quarters. In the first two quarters 
the sharp rise in relative price of fuel and light was 
important but there was some slowing down from this 
source in the second half of the year (for example, its 
contribution to the over-all rise in the Federal Republic of 
Germany fell from 19 per cent in the first quarter— 
4 times its weight in the index—to only 3 per cent in the 
last quarter (less than its weight in the index). The 
continuing rise of other relative goods prices clearly 
reflected the transmission of higher oil and other raw 
material prices through the intermediate production 
processes as well as supply shortages in certain end- 
product markets. Increases in indirect taxation were also 
important in a number of countries. The relatively low 
contribution of rent to the rise in prices is partly due to the 
freezing of rents (Italy and the United Kingdom for 
example) or other controls on their rate of increase. 


(iii) Foreign trade and payments 


CHANGES IN CURRENT ACCOUNTS 


In 1974, the aggregate current account of the 13 west 
European countries 35 deteriorated by some $19 billion. 
As the Federal Republic of Germany’s surplus increased 
by $5 billion, the position of the other twelve countries 
worsened by $24 billion. But even among these twelve, 
the increased deficit was distributed very unevenly. The 
current account deterioration was equivalent to at least 


35 The coverage of ‘‘western Europe” is the same in this section 
as in the rest of this chapter, i.e. EEC and EFTA less Portugal and 
Iceland. Through lack of data, however, Ireland has had to be 
excluded from much of this section, including tables 1.16-1.18. 


2 per cent of GDP for seven of these countries: France, 
Italy, the United Kingdom, Finland, Norway, Sweden 
and Ireland. Since all of these countries except France 
and Sweden were already in substantial deficit in 1973, 
their external positions in 1974 became highly un- 
favourable. For Finland, Italy, Norway and the United 
Kingdom the deficits were equivalent to at least 4 per cent 
of GDP, while for Ireland the figure was almost 10 per cent. 


Current balances in billions of US dollars 


(As percentage of 1974 GDP in brackets) 


Change 

1974 from 1973 
Austria Feng Ea —0.5 (1.7) —0.2 (0.7) 
Belgium-Luxembourg . 0.8 (1.4) —0.4 (0.7) 
Denmark —1.0 (3.0) —0.5 (1.6) 
Finland . —1.1 (5.2) —0.8 (3.8) 
France р oe Ee, ; —7.0 (2.7) —6.3 (2.1) 
Germany, Federal Republic of 9:3 (2:5) 5.0 (1.4) 
jreland Le, Stee —0.7 (9.9) —0.5 (6.8) 
Italy —8.0 (5.0) —5.6 (3.5) 
Netherlands 1.1 (1.5) —0.6 (0.8) 
Norway . —1.1 (4.5) —0.7 (3.2) 
Sweden —1.0 (1.8) —2.2 (3.9) 
Switzerland 0.1 (0.1) —0.3 (0.6) 
United Kingdom . —9.0 (4.6) —6.2 (3.1) 

Total above —18.1 —19.3 


Source: Table 1.19 and secretariat estimates. 


In comparison with the large adverse swings in the 
current accounts of the eight countries mentioned above, 
the deteriorations for Austria, Belgium-Luxembourg, the 


TABLE 1.15 


Total trade of west European countries, 1974 


Imports Exports Percentage increase 
6.1.6. f.o.b. from 1973 Trade Change in 
— balance trade balance 
Country ($ million) Imports Exports ($ million) from 1973 
Austria с ON в aa 9 022 7 163 aT 36 —1 859 —31 
Belgium-Luxembourg. . 29 474 28 263 34 26 =! 211 = 655 
Denmark Sic, fe 9 845 7 712 27 23 —2, 133 — 636 
Finland == 365. - 7 003 5 635 66 52 —1 368 —881 
France 4 ое а, nee 3 5.21595 46 458 40 27 —61 132 —5 250 
Germany, Federal Republic of 69 574 89 204 27 32 19 630 6 934 
Ireland : 3 818 2 629 38 23 —1 189 —542 
tala eae, 40 882 30 216 47 36 —10 666 —5 076 
Netherlands 34 038* В 38* ie —1 125* —519* 
ОЕ шо пою 8 414 6 275 35 34 —2 139 —590 
Sweden Rey cone Teh AT ee oe ee 16 272 15 919 53 31 —353 —1 899 
Switzerland Е 14 442 11 937 24 25 —2 505 —382 
United Kingdom. . 54 421 38 722 4 27 —15 699 —7 386 
Total above . . 349 800 323 046 a го —26754 11983 
- Е а Ы———_—ААА———————.—... 
Sources; IMF, Direction of Trade and International Financial Statistic s, Washington; ECE, 


Geneva; national statistics, 


а Including industrial gold. 


Statistical indicators of short-term economic changes in ECE countries, 


, 
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Netherlands and Switzerland were moderate. For each 
country the swing was equivalent to less than one per cent 
of GDP. Furthermore, Switzerland remained in balance, 


and Belgium-Luxembourg and the Netherlands still had 
current surpluses in 1974. 


West European countries can be divided into four 
fairly distinct groups according to the development of their 
external accounts in 1974. The first and largest group 
consists of France, Italy, the United Kingdom, Denmark, 
Finland and Ireland. Between them these six shared a 
deterioration of some $20 billion in their current accounts, 
and all face fairly formidable problems in reducing their 
external deficits to more tolerable and manageable levels. 
There has, however, already been some progress, espe- 
cially by France and Italy, in reducing these deficits. 


Norway and Sweden are distinguished from the other 
west European countries by the fact that although both 


group, the combined deficit on invisible transactions was 
expected to widen by about $3 billion in 1974. 3° But it 
does: not appear that this deterioration fell especially 
heavily on any particular country.?” This situation could 
change in 1975, however, as the main factor behind the 
higher deficit on invisibles for developed countries is the 
increased payments on foreign borrowings: these will rise 


quite sharply this year, and will fall largely in a few coun- 
tries. 


Table 1.15 shows that, in value terms, imports increased 
at a faster rate than exports in 1974 for all west European 
countries except Austria, the Federal Republic of Ger- 
many, Switzerland and, possibly, the Netherlands. The 
trade deficits of the other nine countries rose sharply, as 
did their current balances.** However, these annual 
changes conceal some marked swings within the year, as 
shown by the following figures. 


Changes in trade balances in 1974, by quarters 


($ million, changes from corresponding quarter of 1973) 


Quarter 
7 И Ш Iva 

Austria erie —50 —18 —2 39 
Belgium-Luxembourg . —519 —655 —596 95 
Denmark —392 —342 —271 369 
Finland —134 —110 —358 —280 
Егапсе ВЧ Е, —1239 —2018 —1 112 —880 
Germany, Federal Republic of . 2 905 2 249 325 1 455 
Ireland —93 —250 —164 —35 
Italy —1892 —1601 —1 266 —317 
Netherlands — 336 — 360 185 (—8) 
Norway . —194 —268 94 —221 
Sweden —51 —869 —565 —415 
Switzerland —177 —215 —114 123 
United Kingdom . —2204 —2691 —1479 —1012 

Total above —4376 —7148 —5323 —1 087 


———— 
As for table 1.15. 
а Fourth quarter figures largely estimated. 


Source: 


suffered substantial adverse swings in their current 
account, their external positions were sufficiently strong 
for no corrective action to be necessary. The third group 
is made up of Austria, Belgium-Luxembourg, the Nether- 
Jands and Switzerland, where the current account deterio- 
rations were relatively minor and did not result in any 
basic shift in the external position. And finally, and on its 
own, is the Federal Republic of Germany, where a massive 
strengthening of the current account occurred in 1974. 


FOREIGN TRADE DEVELOPMENTS 


Changes in trade balances between 1973 and 1974 are 
shown in table 1.15. These are c.i.f.-f.0.b. figures and are 
therefore not directly comparable with the current 
account changes given above. Nevertheless, they indicate 
that the large swings in current balances largely reflect 
changes in trade balances. For developed countries as a 


For western Europe as a whole, as well as for most 
countries individually, the worsening of the trade balance 
as compared with a year earlier was considerably greater 
in the first than in the second half of 1974. The only 
countries to differ significantly from this pattern were 
Finland and Sweden, and possibly Norway where the 
quarterly changes were very erratic. The difference be- 
tween the fourth and the preceding quarters is particularly 


36 See OECD, Economic Outlook, 
page 60. 

37 Austria was probably the only country for which invisible 
transactions played a relatively large part in the change in the current 
balance; and this was explained more by a relatively small change 
in the trade balance than by a large change in invisibles. 

38 Table 1.15 shows a large adverse swing in Belgium’s trade 
balance while the figures given above show a relatively small swing 
in its current balance: figures for Belgium, however, are especially 
uncertain, 


No. 16, December 1974, 
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marked, due quite possibly to a slow-down in import 
demand in western Europe and to some decline in prices 
of non-oil commodities. Due to lack of data for the 
fourth quarter, most of the rest of this section only covers 
developments in the first three quarters of 1974. But it 
appears from the provisional data at present available that 
there may have been a significant change in the closing 
months of the year. 

The major influence affecting changes in trade balances 
has been of course the oil price rise. Due to this price rise, 
as well as the downturn in economic activity and the 
mild winter, the volume of oil imports was slightly lower 
in 1974 than in 1973. But compared with the impact of the 
price rise the decline in volume had little effect on import 
values. 


Net imports of petroleum and products 


(Millions of dollars) 
Increase as 
per cent of 
January- January- increase in total 
September 1973 September 1974 imports 
ЕВ о Бо аа 235 592 23} 
Belgium-Luxembourg . 456 1 656 19 
Denia kan ea eer 417 896 DS; 
ГЕИ! чо 6 oe we 257 872 31 
Germany, Federal Re- 
public of . 3 192 8 349 45 
INOEWaV ео 194 Slit 19 
АЙ » oo 2 5 6 0 690 1 762 28 
Switzeuland see 496 1039 24 
United States of America 4617 17 023 53 


Source: United Nations trade statistics, Geneva. 


The text-table above shows the increases between 
the first nine months of 1973 and 1974. The annual rates 


of increases are likely to have been even greater as the 
price increases announced by OPEC towards the end of 
1973 were not reflected fully in import costs in the early 
months of the year.*® 


These figures show the direct additional foreign 
exchange costs arising from the oil price increase. It 
should be noted that these costs are not the same as the 
“oil deficits”, which should take into account, at the very 
least, the additional exports to the oil exporting countries 
arising from the oil price rise. The final column of the 
table shows that oil was directly responsible for 20 to 
30 per cent of the increase in total import costs for 
Austria, Belgium-Luxembourg, Switzerland, and for each 
of the four Scandinavian countries, but that this propor- 
tion was as high as 45 per cent for the Federal Republic 
of Germany, and 53 per cent for the United States. The 
high proportion for these last two countries reflects their 
low growth rates last year (negative for the United 
States of America) and the resultant depressive effect on 
total import demand. 


FOREIGN TRADE PRICES AND TERMS OF TRADE 


The oil price rise resulted in very sharp increases in 
price indices for total imports in the early months of 
1974. The indices were simultaneously being pushed up 
by the strong increases in the prices of many non-oil 
commodities at that time (see section above on prices and 
costs). An additional factor for some countries was the 
upward pressure exerted on import prices via a depreciat- 
ing currency. Consequently, import prices rose in 1974 at 
unparalleled rates, with significant differences as between 
countries. 


39 See Economic Bulletin for Europe, vol. 26, No. 1, р. 5. 


Percentage increases in import prices, by quarters 1974 


(Change, from corresponding quarter of 1973, 


in average value indices) 


Quarters 

1 И Ш I} 
Austria 18 8 18 17 
Belgium . 28 3 35 
Denmark 38 41 40 31 
Finland . 40 45 a 
France ee eat 42 56 54 
Germany, Federal Republic of . 22 25 32 20 
Treland 36 42 
Italy 78 84 7 
Netherlands 33 42 38 
Norway @ 22 29 29 24 
Sweden 36 39 40 
Switzerland 19 24 22 Ns 
United Kingdom . 56 60 49 39 
Western Europe (including southern Europe) . 40 44 33 


SN 


Sources; OECD, Statistics of Foreign Trade, Series A, Paris, March 1975; UN, Monthly Bulletin of Statistics, New York, 


January 1975; and national statistics. 
а Excluding ships, 
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Export price indices (also in terms of local currencies) 
showed sharp rises in this period too, reflecting increasing 
domestic costs and prices, exchange rate changes, contin- 
uing supply shortages of certain products in the early 
months of the year and also, quite possibly, attempts by 
producers to restore over-all profit margins through 
higher export prices in view of controls on domestic 
prices. 


But despite this upsurge in export prices, the rates of 
increase were well below the corresponding rates for 
import prices, resulting in a pronounced deterioration in 
western Europe’s terms of trade in 1974. This was 
concentrated very largely in the first quarter of the year, 
when the region’s (including southern Europe) terms of 
trade fell by 8 per cent from the previous quarter and by 
13 per cent from a year before. A marginal further decline 
occurred in the second quarter, followed by a slight 
recovery in the third quarter. Some further improvement 
almost certainly took place in the closing months of the 
year, due mainly to the decline in the prices of some non- 
oil commodities.*° For 1974 as a whole, western Europe’s 
terms of trade must have worsened by 10 to 11 per cent 
compared with 1973, a greater fall than has occurred in 
any other year in the post-war period. 


This terms of trade loss was far from uniform amongst 
west European countries (see chart. 1.4). The dominant 


40 Although the index of market prices of primary commodities 
peaked in April, there is normally a lag of around six months between 
changes in spot and transaction prices. 

The marked weakening of the US dollar against most west 
European currencies in the early months of 1975 should have 
resulted in declines in the local currency costs of oil and some im- 
portant non-oil commodities, the prices of which are denominated 
in dollars. Western Europe’s terms of trade may therefore have 
improved appreciably in January and February of this year. 


influence behind these inter-country differences is likely 
to have been relative exchange rate movements: the most 
unfavourable terms of trade developments in 1974 were 
those of Italy and the United Kingdom, the countries 
with the largest currency depreciations.41 But other 
factors, most notably differences in the commodity 
composition of trade, were also significant for some 
countries. In particular, Austria’s terms of trade in the 
first half of 1974 were only 1 to 2 per cent lower than a 
year earlier and by the third quarter had recovered to 
the same level as in the third quarter of 1973, while 
Norway’s terms of trade in the first three quarters of 1974 
were actually somewhat higher than in 1973.42 The decline 
in Belgium’s terms of trade was also relatively small in the 
first half of the year (about 3 per cent). As Norway’s and 
Belgium’s currencies moved in line with those of the 
Federal Republic of Germany, the Netherlands and 
Sweden (all three of which suffered terms of trade losses 
of 8 to 10 per cent in the first half of 1974), these differ- 
ences are presumably explained, at least in part, by 
differing commodity patterns of trade. 


VOLUME OF TRADE 


The sharp deterioration in western Europe’s terms of 
trade in 1974 was partly counter-balanced by a signifi- 


41 |1 1973, however, Ireland’s terms of trade had improved 
markedly, despite the fact that the Irish pound depreciated with 
sterling, to which it is tied. Ireland benefited from rapidly rising 
prices of agricultural products in general and meat in particular, the 
impact of which on the terms of trade outweighed the effect of the 
depreciating currency. 

42 The sharp increase in Finland’s export prices in the second and 
third quarters appears to have restored that country’s terms of trade 
almost to the level of a year earlier. For 1974 as a whole, the terms 
of trade are reported to have worsened by 1 per cent. 


Percentage change in import volume, by quarters 1974 


(Percentage change from corresponding quarter of 1973) 


Enns 


Quarters 

I I Ш IV 
Austria 11 + 6 —5 
Belgium . 7 6 —1 НЕ 
Denmark 8 —4 —11 —18 
Finland . 5 10 17 
ао а в жи Sa Ss 10 5) 3 
Germany, Federal Republic of . —5 —2 3 —1 
Е ос 8 — 12 —4 
Netherlands =§ 1 = 
Norway 4 15 15 10 — 
Sweden 6 15 as 
Switzerland 1 3 Te —9 
United Kingdom . 1 7 7) —4 
Western Europe (including southern Europe) 2 4 2 
United States of America —7 — 2 —1 

13 3 —4 —13 


Тарап . 


_ > ]])]])||" "—"—^[56ЕД6д68Фр=Ьюы®шщЩшжьФжщжжФжрнрБч-чмнлълмнньььььнБьнЪ "БЪ 
SS ee Е. 


Sources: OECD, Statistics of Foreign Trade, Series A, Paris, March, I 


York, January 1975; and national statistics. 
аЕ cluding ships. 


975: UN, Monthly Bulletin of Statistics, New 
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Chart 1.4 


TERMS OF TRADE OF WEST EUROPEAN COUNTRIES 
(1970 = 100) 
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cantly higher growth of export volume than of import 
volume. In December 1974 the increase in the OECD 
area’s export volume was estimated at 9 per cent for 1974 
as a whole, with a marked slow-down between the first 
half (12 per cent) and the second half (5 per cent, season- 
ally adjusted, annual rates). Import growth was put at 
2 per cent for the year, 3 per cent in the second half 
following no increase in the first half. The slow-down in 
world trade towards the end of 1974 now appears to have 
been more pronounced than expected a couple of 
months ago. The growth rates for 1974 are thus likely to 
have been somewhat lower than those given above. 


Nevertheless, for western Europe, as well as for the 
developed countries as a whole, export volume expanded 
substantially faster than import volume in 1974. This was 
due in large part to the marked slow-down in import 
growth. On the basis of figures for the first three quarters, 
Austria, Finland, Norway and Sweden were the only 
west European countries to maintain reasonably fast 
expansion of imports in 1974. For the Federal Republic 
of Germany, Italy, Switzerland and Denmark, import 
volume was probably lower than in 1973, while Го; the 
remaining west European countries the rates of growth 
were very modest. 


While import growth decelerated, or even fell, more or 
less in line with the development of GNP,** export growth 


43 OECD, Economic Outlook, No. 16, table 18. 


44 For most countries the elasticity of import growth with respect 
to GNP growth in 1974 was around 2, the average rate in recent 
years. The main exception was Italy, where imports declined in spite 
of a GDP growth of almost 4 per cent: the import deposit scheme, 
tight budgetary policies and anticipation of the marked slow-down 
in domestic demand, were factors exerting a contractionary effect 
on imports in this period. 
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for the developed countries as a whole remained sur- 
prisingly buoyant. Furthermore, this export expansion 
seems to have been distributed reasonably well through- 
out western Europe: only Norway (excluding ships) failed 
to achieve any real volume growth. Except for Norway, 
and also Sweden (where import growth was considerable), 
every west European country appears to have had a 
faster growth of export volume than of import volume in 
1974. The differences between the two rates were partic- 


ularly large for the Federal Republic of Germany, Italy 
and Austria. 


Thus, despite the enormous increase in the region’s 
trade deficit, the external sector provided support to 
economic activity in most west European countries last 
year. Demand for OECD goods from outside the area is 
estimated to have added 1-114 per cent to total demand in 
the first half of the year.4* 


TRADE BY AREAS 


From the figures in table 1.16, which show the develop- 
ment of western Europe’s trade by main countries and 
areas in the first nine months of 1974, it is possible to 
obtain a rough indication of where the gains in western 
Europe’s volume trade balance occurred. 


Unit vaiues (in terms of dollars) of west European 
exports rose by around a quarter between January- 
September 1973 and 1974. Assuming that the rates of 
price increase did not differ significantly for exports to the 
different areas, the volume of exports must have risen to 
all the areas shown in the table, apart from North 
America. In relative terms the largest increases were to 


45 Зее OECD, Economic Outlook, No. 16, p. 52. 


TABLE 1.16 


Industrial western Europe’s а trade by area of origin and destination, January-September 1974 


Change in 
trade 
Percentage balance 
increase over from 
January-September Уапиагу- 
Country or area of origin Imports Exports 1973 р т вы 
i tinat Cit: f.0.b, = —— valance 73 
их м ри. ве ($ billion) ($ billion) Imports Exports ($ billion) ($ billion) 
Industrial western Europe 146.6 145.3 30 30 —1.3 —0.9 
Rest of the world | : 
Southern Europe . 6.8 (35 19 40 6.3 2.7 
North America . 23.6 18.0 37 19 —5.6 55 
Soviet Union 4.5 3) Ua 47 _1.0 —0.9 
; 5) 4 5 R 
Eastern Europe 5.0 7.1 27 49 2: I 2 
Japan 4.6 3-1 15 27 —1.5 0.1 
Australia, South Africa and New № . 
Zealand 4.4 6.1 7 55 1:7 1.9 
China 0.7 0.8 32 ch 0.1 - 
ee Г ae - . > 
Non-oil developing countries . 21.8 DBRS 3 43 be a 
$ . 5 о 5 167 55 / 10.6 
Oil exporting countries 35.9 10.2 _ ns : 
Е — anes = о 6. 
World (including unspecified) 254.2 231.9 11 33 2 
Sources: IMF, Direction of Trade, Washington, various issues; OECD, Statistics of Foreign Trade, Series A, Paris, 
Bese France, Federal Republic of Germany, Italy, Netherlands, 


i ark. Finlan 
а Austria, Belgium-Luxembourg, Denmark, Ниш! nd, 


Norway, Sweden, Switzerland, L nited Kingdom, 
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the oil exporting countries and to Australia, New Zealand 
and South Africa. For both groups of countries the 
growth in the volume of western Europe’s exports may 
have been of the order of 30 per cent. Large increases in 
value also occurred in exports to eastern Europe and the 
Soviet Union and also to the non-oil developing countries 
and southern Europe, especially to Portugal, Turkey and 
Yugoslavia. Export volume to each of these groups may 
have expanded by some 10-20 per cent in this period. 
By contrast, little if any growth is likely to have taken 
place in export volume to Japan, and export volume to 
North America almost certainly fell. 


Because of the differing movement of prices of oil, non- 
oil commodities and of manufactures in 1974, it is not 
possible to use a single price index to obtain import 
volume by areas. But the volume of western Europe’s 
imports from the oil exporting countries is known to 
have declined in 1974. And the increase of only 7 per cent 
in the dollar value of imports from Australia, New 
Zealand and South Africa suggests that in volume terms 
imports from this group of countries must almost certainly 
have fallen. Import volume from southern Europe is 
unlikely to have increased much, and certainly at a 
substantially lower rate than for exports to that region. 
Thus a large part of the gain in western Europe’s volume 
trade balance is attributable to the oil exporting countries, 
southern Europe and to Australia, New Zealand and 
South Africa. 


It has been estimated that in the first nine months of 
1974 the price index for eastern Europe’s (including the 
Soviet Union) imports from industrial market economies 
rose by 25 per cent and for exports by 65 per cent,* 
implying a terms of trade gain for eastern Europe of some 
32 per cent. Assuming these price changes reflected 
developments in trade between eastern and western 
Europe, in volume terms the eastward flow must have 
increased by nearly 20 per cent while the westward flow 
would have declined by around 10 per cent. Western 
Europe therefore appears to have also had a substantial 
gain in its volume trade balance with eastern Europe.*’ 


The development of prices of imports from the non-oil 
developing countries is highly uncertain. The UN price 
index of exports of primary commodities (in terms of 
US dollars) shows a rise of two-thirds between the first 
three quarters of 1973 and of 1974.48 Clearly the price of 
western Europe’s imports from the non-oil developing 
countries (which now, in any case, contain a significant 
proportion of manufactured goods) did not rise by any- 
thing like this percentage. But transaction prices of 
many non-oil commodities, especially of non-ferrous 
metals, may have been around their peak in this period. 

t is possible therefore that the 33 per cent increase shown 
in table 1.16 for western Europe’s imports from the non- 


46 See section in chapter 2 on trade of east European countries. 

47 Western Europe must have suffered а sharp worsening in its 
terms of trade with the Soviet Union on account of the oil price 
rise. In January-September 1974, Finland’s and the Federal Repub- 
lic of Germany’s imports of oil accounted for one-quarter of western 
Europe’s total imports from the Soviet Union. 

**UN, Monthly Bulletin of Statistics, December 1974, Special 
table С. 


oil developing countries may largely represent price 
increases. 

The one area where western Europe’s volume balance 
was unquestionably unfavourable in 1974 was with North 
America. In value terms, the trade balance with this region 
worsened by $3.5 billion. The dollar value of western 
Europe’s exports to Japan increased at almost twice the 
rate for imports. But it is possible that the region’s terms 
of trade with Japan improved considerably and that the 
increases in volume flows may have been more similar. 
However, the situation may have changed markedly be- 
tween the first and second halves of the year, in view of the 
extremely large swing in Japan’s trade position. 


Changes in volume flows and balances have been 
discussed at some length because the recent large price 
and terms of trade movements have resulted in significant 
divergences between value and volume changes. It is 
possible that over the next year or so, changes in volume 
balances may become as important as changes in value 
balances. Given the existence of the vast trade surplus of 
the oil exporting countries, the immediate problem has 
become one of finding a generally acceptable distribution 
amongst the non-oil countries of this oil deficit. But this 
distribution is likely to be fairly flexible and rather less 
attention than in the past may be paid to the exact size 
of current balances. By contrast, if the next year or so is to 
be a period of little or no economic growth in the world as 
a whole, the impact on effective demand of gains or losses 
in volume trade balances could be crucial. 


The distribution of west European countries’ trade 
balances in value terms, by main areas in the January- 
September periods of 1973 and of 1974is shownin table 1.17. 
The second column shows that, as was to be expected, 
every country’s deficit with the oil exporting countries 
increased in 1974. From the third column it can be seen 
that, except for Austria, the Federal Republic of Germany 
and the Netherlands, every country’s total balance with 
non-oil countries deteriorated too. For Denmark, Finland, 
Sweden and Switzerland this deterioration exceeded that 
with the oil exporting countries. 


The greater part of Finland’s higher trade deficit was 
attributable to increased imports from the Soviet Union. 
Since oil accounted for 84 per cent of the rise, this was 
in effect very largely an increase in the “ой deficit”. For 
Denmark, Sweden and Switzerland, the higher deficits are 
explained largely by the unfavourable swings in their 
trade balances with western Europe.*® Italy, the United 
Kingdom and Norway also recorded substantial increases 
in their deficits in west European trade, while Belgium’s 
surplus was considerably reduced and the French balance 
swung into deficit. In each case, a large part of the deterio- 
ration was attributable to trade with the Federal Re- 
public. 


Every west European country recorded a worsening of 
its trade balance with North America, by substantial 
amounts for Belgium, France, Italy, Norway and the 
United Kingdom. By contrast, every country improved 
its balance with southern Europe and with the group 


a3 For Switzerland, a considerable part of this swing will have 
been attributable to oil, imported via other west European countries, 
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Australia, New Zealand and South Africa (offset to 
varying degrees by higher deficits with Japan), but the 
changes were not particularly large, apart from those for 
the Federal Republic of Germany. This country increased 
its favourable balance with all its major trading partners, 
and in every instance by a wide margin. Thus swings in the 
non-oil balances during the past year have tended to 
accentuate trade imbalances rather than to reduce them. 


EXPORTS TO OIL EXPORTING COUNTRIES 


In view of the fact that at present the oil exporting 
countries offer the only prospects. of really buoyant 
markets for west European exports, it is worth examining 
the initial impact of higher oil prices on their imports. 


The increases in exports in the first nine months of 
1974 to the nine principal oil exporting countries are 
given in table 1.18. These nine countries account for some 
90 per cent of western Europe’s total exports to all oil 
exporting countries.°° The dollar value of exports to the 
nine countries as a whole increased by almost two-thirds.*! 
Most countries’ markets increased at rates fairly close to 
the average, the main exception being at one extreme 
Nigeria (33 per cent) and at the other Iraq (260 per cent). 
It is notable, however, that Libya and Saudi Arabia, two 
countries considered to have relatively low absorptive 
capacity for imports because of small populations, had 
rates of increase above the average. Kuwait, the third 
country amongst the nine which is generally included in 
the low absorptive capacity group, had a rate of increase 
only marginally below the average. Four of the “high 
import capacity” countries (Algeria, Venezuela and Indo- 
nesia, besides Nigeria) had import growth rates below the 
average.®? Of course, the figures shown here are only for 
exports from the main developed market economies, and 
are also based on exporters’ data: the nine countries own 
import statistics, covering their total trade, would 
probably show rather different growth rates. 


59 1 the IMF’s Direction of Trade Statistics, oil exporting coun- 
tries include, in addition to the nine countries shown in table 1.18, 
Bahrein, Brunei, Ecuador, Gabon, Oman, Qatar, Trinidad and 
Tobago, and the United Arab Emirates. 

A complete examination of the additional exports induced by the 
oil price rise would also have to include exports to those countries 
that have benefited from increased financial assitance from oil ex- 
porting countries. But information on these financial flows, both 
as regards recipients and the actual size of the flows, is extremely 
scarce. While oil exporting countries are reported to have made very 
large commitments to economic assitance, it is not clear how much 
of this has so far been translated into disbursements. A report in 
November stated that announced commitments totalled ‘Ча the order 
of SDR 22 billion ($26.4 billion)”, the greater part in the form of 
bilateral assistance to a relatively small group of countries, The same 
report stated that outlays of oil exporters’ development loans and 
grants “might fall in the range of $2,5-3.0 billion in 1974”, See 
speech on 18 November 1974 by William B. Dale, Deputy Managing 
Director of the IMF, reported in JMF Survey, 9 December 1974. 


51 The total volume of OPEC imports is estimated to have risen 
by some 40 per cent between 1973 and 1974, See speech by Governor 
of Bank of England on 3 February 1975 to Overseas Bankers Club 
in London, 


52 [{ appears that Algeria and Indonesia may have accelerated 
the rate of inflow of imports quite sharply towards the end of 1974. 
In both countries, the level of international reserves has fallen in 
recent months. 


The second point brought out by table 1.18 is the extent 
to which certain of the exporting countries have domi- 
nated the expansion in some of the importing countries. 
This reflects the previous close commercial relations be- 
tween certain pairs of countries: France and Algeria, Italy 
and Libya, the United States of America and Venezuela, 
Japan and Indonesia. In these four cases the dominant 
supplier either maintained or increased its market share. 
In the fifth case of existing close commercial ties, the 
United Kingdom and Nigeria, the United Kingdom’s 
share fell sharply. The fact that the United Kingdom was 
apparently unable to expand its exports rapidly to Nigeria 
may explain, in part, the relatively slow growth of this 
market.** 


All the countries shown in the table shared in the fast 
growth of exports to Iraq and Saudi Arabia, and the 
expansion of the Iranian and Kuwait markets was widely 
distributed, too. It does not seem, from the data so far 
available, that the rapid expansion for the OPEC markets 
has benefited the larger rather than the smaller indus- 
trialized countries. Austria had the highest rate of growth 
of exports, with large increases to all markets except 
Libya. Finland and Sweden also did relatively well. 


Finally, a brief examination of the broad commodity 
structure of exports to the nine countries from one large 
industrialized exporter (the United States of America) 
and one smaller one (Sweden), shows that while Sweden’s 
exports were heavily concentrated on manufactures, 
United States’ exports were much more diversified. 
87 per cent of Sweden’s exports consisted of manufactures 
(SITC 5-8), compared with 64 per cent for the United 
States. Machinery accounted for 43 per cent of Sweden’s 
exports to the nine countries and for 46 per cent of the 
increase in exports, against corresponding figures for the 
United States of 21 per cent and 19 per cent. The United 
States of America benefited from a rapid expansion of 
demand for non-manufactures, especially agricultural 
products. This demand was spread amongst all nine 
OPEC countries except for Indonesia. In absolute terms, 
a particularly big rise occurred in exports of soya bean oil 
to Iran. It is notable that Sweden’s principal non- 
manufactured product exported to these countries 
(forestry products) also increased at a very high rate. 
A considerable part of these increases will have been 
attributable to higher ‘prices. Nevertheless, it is possible 
that increased import demand from the oil exporting 
countries may not be concentrated as exclusively on 
manufactured goods as sometimes seems to be assumed, 


CAPITAL ACCOUNT 


The substantial deterioration of western Europe’s 
current account was financed by a net inflow of capital, 


On the long-term private capital account the Federal 
Republic of Germany emerged as the only major west 
European exporter of capital. A significant swing from 
a net inflow of long-term private capital of $5.5 billion 


3 A relatively large share of United Kingdom exports to OPEC 
are to the smaller countries, not included in table 1.18. Its exports 
to these markets appear to have risen quite rapidly. 
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TABLE 1.19 


Current account and changes (over preceding year) in official monetary reserves of selected west European countries, the United States and Canada 
(Million current US dollars) 
ni es hl tn De a оне А ON a A TBE RP 


1973 1974 
i Positi С t Change in Position at 
Country Se ee a и ae ре reserves end of year 

ИЕ О ВОТ Я ee Е Е. 
а See eto cote ее и ре —363 154 2873 —492 557 3 430 
Bel eileen DOULS а о обо по anon eee 1154 12302 5 1004 816 2454 5345.9 
ОИ о о pat pa RRC er Cer О ВО —497 469 1324 —1 008 —389 935 
АО о к авы о 9 —387 —114 644 —1 147 64 708 
ra nCemee Gate 7 carter о о Mere wh ars Se —674 —1 486 8 529 —7 000* ЗА 8 851 
Germany, Federal Republiciof..- еее 4 302 9 362 33 147 9 284 —748 32 399 
а О Ре р ЗО co ath etd и. —150 —101 1 025 —675* 241 1 266 
а Ph ole ос ое Pace Come 9 —2 4146 355 6 434 —8 100 507 6 941 
О ое о, о О бо о див 1753 1 762 6 547 1116 411 6 958 
Е а ene Se Geos se So ee MNES fst of ars) —346 250 1575 —1 003 354 1 929 
SWECEIM star sls ome oe ce eater teat LG eat a trowel 1211 953 2528 —990 —793 ISS 
Switzerland! hs, ое ое. ор cee 279 590 8 078 0 933 9011 
Е о о рю nee es cre, eae —2 739 829 6 476 —8 954 463 6 939 
industnal Europe. a. «ce ee a en mee 1 129 14 253 84 280 —18 153 2167 86 447 
ЕВА ее осо wren RS Se я 15 1047 —1200* =: 936 
POPU Pale о Ло ae 543 527 2839 —669 —485 2354 
ОА о о Jes ston бе се ere 569 1758 6 772 —3 231 —287 6 485 
Я А ем Shey cone о pita tice) 471 719 2120 —200* —259 1861 
PYUISOSIAVIA: о. р or с ме 328 751 1484 —800* —345 1 139 
SOuthernis uno ре се о ем о 723 3 770 14 262 —6 100 —1487 12 215 
NVESTER ВОВ Ор С ес м 1852 18 023 98 542 —24 253 680 99 222 
А о и ОО oe staat о ес 450 1228 14 378 —4 025 1 680 16 058 
Gana dancer te eisca ia ie wie ssh eo ean Ss ocak Cates —421 —282 5 768 —1 903 57 5 825 


Sources; IMF, International Financial Statistics, April 1975; national statistics 
and secretariat estimates, 


@ Excluding Luxembourg. 


Ь This is the official figure, which may be affected by a considerable amount of 
concealed capital flight in 1973. See Economic Survey of Europe in 1973, chapter 1, 
table 1.15, foot-note a. 


in 1973 to a net outflow of $1.9 billion was recorded. 
It was mainly accounted for by loans and bonds, following 
the change in interest rate differentials in favour of foreign 
financial markets in the course of 1974. 


The other three major countries of western Europe 
appear to have experienced a net inflow on this account 
in 1974. This amounted to $1.8 billion in the United 
Kingdom compared with $0.04 billion in 1973. It was 
partly accounted for by a rise of foreign investment in 
the United Kingdom that reflected presumably transac- 
tions of multinational petroleum companies. In Italy the 
net inflow amounted to $2.5 billion in the first nine 
months of 1974 compared with $1.5 billion in the cor- 
responding months of 1973, while in France a net inflow 
of $2.3 billion was recorded, compared with a net out- 
flow of $0.7 billion in the first three quarters of 1973, 


Partly because of the swing in the net flow of United 
States private long-term capital to western Europe, from 


с Excluding Cyprus, Iceland and Malta; the current account totals include, while 
official monetary reserves totals exlude, Luxembourg. 


an inflow of $0.9 billion in 1973 to an outflow of $2.7 bil- 
lion in 1974, the total net flow from the United States 
swung from a net inflow of $0.06 billion in 1973 to a net 
outflow of $7.6 billion in 1974. Far more significant were 
the flows of short-term capital. Both the anticipation of 
parity changes and interest rate differentials determined 
changes in their pattern. An important development in 
1974 was the emergence of the Federal Republic of 
Germany as a major net exporter of short-term funds 
following the change in the prevailing interest rate dif- 
ferentials in favour of the Euro-dollar market, of the 
United Kingdom, France and Japan in early 1974. An 
outflow of $7.6 billion was recorded in 1974 compared 
with an inflow of $0.1 billion in 1973. This swing was 
mainly accounted for by trade credits extended by enter- 
prises. The swing in net errors and omissions from a net 
inflow of $0.8 billion in 1973 to a net outflow of $0.2 bil- 
lion in 1974 reflected also presumably—to a large extent— 
the reversal in the flow of short-term capital. 
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TABLE 1.20 


(Changes over end of preceding year) 
(Million current United States dollars) 


Annual 
average 


1968/71 1971 1972 


1973 


United States liquid and other liabilities to official institutions of foreign countries, by area 


nen en ne АЕ 


1974 


А: И es Поет! © "ее 


Total foreign countries 


Western Europe а 
ааа с ом; М 
Latin American republics. . . , 
Аа oie -. 
А ae et ee 
Other countries. . 


ОСИ ОК АКНЕ ЧС 


8 267 27 434 10 875 5 284 9 400 
4 925 16 395 4 063 11 520 1556 
668 1029 299 —426 —188 
—48 —267 304 811 1 702 
2535 9811 3754 — —6 693 7 462 
44 8 362 И ЖЗЛ 
143 458 2 093 61 = 353) 


Source: Federal Reserve Bulletin, Washington, February 1975, page A 64, table 6. 
а Including Bank for International Settlements and European Fund. 
Ь Including countries in Oceania, eastern Europe and west European dependencies in Latin America. 


In the United States, short-term capital flows, including 
net errors and omissions, recorded a net inflow of 
$10.8 billion in 1974 compared with one of $0.2 billion in 
1973. The recorded net short-term capital inflow 
increased from $2.5 billion in 1973 to $5.6 billion in 1974, 
This was mainly the net outcome of three significant 
changes: first, a substantial increase in the net outflow of 
non-liquid short-term private capital from $4.3 to $13.0 
billion, largely accounted for by claims on Japan and 
developing countries reported by United States banks; it 
was a response to the widening of interest rate differentials 
in favour of Japan, the Euro-dollar and foreign major 
financial markets, other than the Federal Republic of 
Germany. Second, a rise in the net inflow of liquid 
private capital from $2.3 billion in 1973 to one of $10.3 bil- 
lion in 1974; the latter reflected mainly the substantial rise 
of liquid liabilities to foreign commercial banks. Third, 
liquid liabilities to foreign official agencies increased by 
$8.3 billion in 1974 compared with $4.5 billion 1973. 

The higher rise of United States liquid and other hiabili- 
ties to official institutions of foreign countries in the 
course of 1974 compared with 1973 was mainly the net 
result of a decline by $1.6 billion in liabilities to western 
Europe, following an exceptionally high increase by 
$11.5 billion in 1973, and an increase by $11.5 billion in 
those held by Latin American Republics, Asia and Africa, 
compared with a decline of $5.9 billion in 1973. The 
substantial increase in liabilities to developing countries in 
1974 was largely accounted for by oil producers (table 1.20). 


In the United Kingdom the rise in the net inflow of 


short-term funds from $3.2 billion in 1973 to $4.9 billion 
in 1974, including net errors and omissions, reflected 
mainly the increase of exchange reserves in sterling. They 
were more than accounted for by the increase in holdings 
of banking and money market liabilities, which reflected 
the huge investment of oil producing countries, amounting 
to $5.2 billion in 1974. Their rise more than offset the 
decline by $1.7 billion of sterling reserves held by other 


countries. 


United Kingdom exchange reserves in sterling held by central 
monetary institutions 


(Changes over end of preceding year) 
(Million current United States dollars) 


Annual Year 
average 
1968/71 1971 1972 1973 1974 
АП overseas holders . . 803 Dalvie: 226 iS 3 379 
Overseas countries. . . 730 BOD 159 —42 3 247 
of which: 
(A) Sterling countries ¢ 704 1 598 425 —980 р 
Non-sterling 
countries (resi- 
Gel) ~~. a ee 26 474 —266 938 1526 
(В) EEC countries. . — As 
Oil-exporting 
countries 2 5 247 
Other countries . —1 855 
International organiza- 
tions (excluding IMF) 73 100 67 НИ 132 


Sources: United Kingdom, Balance of Payments, 1963-1973; Bank of England, 
Quarterly Bulletin, June 1974, December 1974, March 1975; and for exchange 
rates, IMF, J/nternational Financial Statistics. 

а From January 1973, overseas sterling countries exclude the Republic of Ireland. 

6 Algeria, Bahrain, Brunei, Ecuador, Gabon, Indonesia, Iran, Iraq, Kuwait, 
Libya, Nigeria, Oman, Qatar, Saudi Arabia, Trinidad and Tobago, United Arab 
Emirates and Venezuela. 


In France, the net inflow of short-term capital including 
the first three quarters of 1974 amounted to $3.1 billion 
compared with $1.4 billion in the corresponding period of 
1973. 


POLICY MEASURES 


On the whole, policy measures in 1974 were successful 
in financing the current account deficits through the net 
inflow of capital. 
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While, during the larger part of 1973, most industrial 
countries of western Europe discouraged the net inflow of 
capital, towards the end of that year and in 1974, their 
policy stance underwent a significant change following 
the considerable deterioration of their trade and current 
accounts since the last quarter of 1973, in the wake of 
higher fuel and commodity prices. 


Percentage changes of exchange rates, in terms of US dollars, 
of currencies in western Europe, Canada and Japan 


(End December over end December of preceding year) 


1972 1973 1974 
Аба (Schilling waaee аи. > 25 16.6 15.9 
р Боос 1.6 6.6 14.4 
Gyprusi(pound) ses ee — 6.1 —1.4¢ 
iDiernsemlle (Коле) g a 5 6 0 oc Sell 8.8 11.4 
leyolevoen(GneWd SEN) 5 5 6 oo oc —0.7 8.7 8.0 
158185 CUBIS) 6 6 6 5 6 ou mo 2 1.9 8.9 5) 
Germany, Fed. Rep. of 
РИ ЕЕ И) ово 6 2 oo 24 18.5 12.2 
Greece (drachina) а а. — 11.1 —10.0 
Tcelandy (kona). een renee —10.7 16.5 —29.2 
ПЕ 5 Боро ооов —8.1 —1.0 1.0 
[talya(lira) Sateen, = 2.0 —4,2 —6.4 
MET (GoD д обв a o oo ¢ —5.6 2.8 31 
мМещенаща (опен а 0.9 14.2 12.6 
Мохау (tone) eee ne teil 15.9 6.56 
Рона (езопо) a. see ae 2.1 4.0 51 
БЕ GENT) с ¢ a 6 5 o 0 0 6 3.9 11.6 55) 
аа (RIE) ооо ооо 2.6 3.4 12.4 
ЭН ЕЯ! (т) о ро ров 8:7 16.3 Pee 
uke ya (ic) meaeeeeec mene — — т 
United Kingdom (pound) .... —8.0 —1.1 1.1 
Nirgoslavian(dinat) Ч оозао — 9.0 —8.8 
Ganaday(dollar)i о... 0.7 —0.02 0.5 
ати (5) 5 5 5 6 5 6 oh 6 6 4.2 7.9 —7.0 


Source: IMF, International Financial Statistics, Washington, February 1975. 
а End October over end December of preceding year. 
Ь End November over end December of preceding year. 


By and large, industrial countries that experienced a 
deterioration in their current account took measures to 
discourage the outflow of capital and/or encourage the 
inflow, through interest rate changes, fiscal measures and 
exchange controls. 


All industrial countries of continental western Europe, 
except Italy, experienced an appreciation of their curren- 
cies in terms of the United States dollar in the course of 
1974. By far the most significant change was that of the 
Swiss franc which appreciated by 27.2 per cent in 1974 
compared with 16.3 per cent in 1973. It was followed by 
Austria (15.9 per cent), Belgium (14.4 per cent), the 
Netherlands (12.6 per cent), Sweden (12.4 per cent) and 
the Federal Republic of Germany (12.2 per cent). 


OFFICIAL MONETARY RESERVES 


There was a rise of the official monetary reserves of 
western Europe by $0.7 billion in 1974, compared with 


Changes in official monetary reserves by main regions 
(Millions of current US dollars) 


ии 
Change in reserves 


Position 
at end of 1973 1974 
1972 over 1972 over 1973 
United Kingdom 
AKC wen te eee eee 5 647 829 463 
Gold Cee eae cet Ge tee ee 800 86 13 
Poreign exchange =". 2° © 4 064 661 220 
Fund reserve position... . 127 14 111 
ЗОВ. с oma а. 656 68 119 
Other western Europe 
а on ae ee 75 565 17 252 200 
Gold) 2 tee ee PAE GD: 2 382 372 
Foreign exchange. = 22 - 46 286 14 241 —178 
Fund reserve position... . 3 993 123 —31¢4 
В ahem: tae aes 3 914 506 378 
United States 
Totalieey ey aed ete beet 13 151 1227, 1 679 
О а, а a 10 487 1165 174 
Foreign exchange. ..... 241 —233 —3 
Fund reserve position... . 465 87 1 300 
Пи, chk, oe 1 958 208 208 
Canada and Japan 
О 2s eee 24415 —6400 ЗЕ 
Gold= ни обв 1 635 183 28 
ое ехеванре = ele 20851 —6708 985 
Fund reserve position. .. . 963 14 292 
Е 966 111 26 
Oceania and South Africa 
MOtalige 4. ое ee eae 8 264 —440 —1 830 
ие ae ‘density 963 151 —15 
Foreign exchange = 7. > 5 . 6 617 —621 —1 587 
Fund reserve position... . 324 35 —44 
SDRSte ste.) seer ae 360 —5 —184 
All developed countries 
о 127 042 12 468 1 843 
Gold oe 35 257 3 967 572 
Foreign exchange. . 78 059 7 340 —563 
Fund reserve position . 315/22 273 1 628 
Вх О cee № 7 854 888 206 
Developing countries 
И дн 31 800 12 645 36057 
О и ee ee 3 478 341 —5 
Foreign exchange. . . 25 800 11701 34290 
Fund reserve position . 945 353 1 758 
SDRs . 57 300 14 
of which: 
Oil-producing countries © 
Total . 11 046 3 618 3225 
Gold 1273 158 53 
Foreign exchange . 9157 3306 30306¢ 
Fund reserve position . . 280 107 1 852 
SDRs . 336 47 40 


_ Source: IMF, International Financial Statistics, Washington, December 1974, 
February 1975 and April 1975. 


Nore. The “Total’’ is derived by adding up the components. 
а For Luxembourg, October 1974 over December 1973. 


b Algeria, Ecuador, Gabon, Indonesia, Iran, Iraq, Kuwait, Libya, Nigeria, Oman, 
Saudi Arabia, and Venezuela. 


с For Gabon, August 1974 over December 1973. 
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an increase of $18.0 billion in 1973. It was the net outcome 
of an accumulation of official reserves amounting to 
$2.2 billion by industrial Europe and a decline in the 
countries of southern Europe by $1.5 billion (see table 
1.19).. All industrial countries, except for Denmark, the 
Federal Republic of Germany and Sweden increased their 
reserves. While in Denmark and Sweden, the deteriora- 
tion of the current account was not entirely financed by a 
net inflow of capital, in the Federal Republic of Germany 
the substantial increase of the current account surplus was 
more than offset by a net outflow of capital. In the three 
other major countries of western Europe the net inflow of 
capital financed the widening of their current account 
deficits and led to a small increase of official monetary 
reserves. In the United Kingdom and France this 
development was sustained by higher interest rates while 
Italy resorted to drawings on international official 
financing facilities. In September 1974 the Deutsche 
Bundesbank extended a loan of $2 billion to the Bank of 
Italy. Italy made use also of an International Monetary 
Fund credit, part of which was a purchase under the new 
oil facility. The highest increases in the official monetary 
reserves of the other industrial countries were those of 
Switzerland by $0.9 billion, Austria by $0.56 billion, and 
the Netherlands and Norway by $0.4 billion each. In 
Switzerland it was entirely accounted for by a net inflow 
of capital, induced by parity changes anticipation, as the 
current account was in equilibrium. In Austria the 
widening of the current account deficit was financed by a 
net inflow of capital—mainly long-term. In the Nether- 
lands the current account surplus was partly offset by a net 
outflow of capital, and the increase of official reserves was 


considerably lower than in 1973. In Norway, the consi- 
derable widening of the current account deficit was 
financed by a higher net inflow of capital and the rise of 
official monetary reserves was higher than in 1973. 


The United States’ deficit, on the official reserve tran- 
sactions balance, amounted to $8.1 billion compared with 
$5.3 billion in 1973; it was mainly financed by a rise of 
United States liabilities to foreign official agencies. On the 
net liquidity balance the deficit amounted to $18.3 billion 
in 1974, compared with $7.6 billion in 1973. It was 
financed, to a very large extent, by the accumulation of 
liquid liabilities to foreign commercial banks. 


The official monetary reserves of the United States rose 
by $1.7 billion in 1974 compared with $1.2 billion in 1973. 
In 1974 the increase was mainly accounted for by a 
change in the Fund Reserve Position, which reflected the 
rise of the United States’ dollar in the drawing by Italy. 
The substantial increase in United States’ liquid liabilities 
and United Kingdom exchange reserves in sterling held 
by the central monetary institutions was reflected in the 
rise of the foreign exchange holdings of the oil producers. 
Their total official monetary reserves increased by 
$32.3 billion in 1974 compared with $3.6 billion in 1973. 
Thus, the rise by $36.1 billion in the official monetary 
reserves of developing countries in 1974 was more than 
accounted for by oil producers. This was reflected, also, 
in the increase of international liquidity, that amounted 
to $33.5 billion in 1974, compared with $25.2 billion in 
1973. While, however, in 1973, half was accounted for 
by developed countries, in 1974, the official monetary 
reserves of the latter increased by a mere $1.8 billion. 


2. PROSPECTS AND POLICIES 


(i) The aggravation of the recession 


Towards the end of 1973 growth was slowing down in 
most countries because of bottlenecks in various sectors 
and _ of restrictive policies. Expectations worsened as an 
immediate effect of the oil embargo. The increase in oil 
prices accentuated the downward tendency. There was, 
however, a continuation of the output growth during the 
first half of 1974. Partly because of this apparent under- 
lying strength of the boom the predictions at that time 
generally pointed towards a continued satisfactory growth 
trend during the second half of 1974. It was not suffi- 
ciently realised that the growth of the first half of 1974 in 
fact was the tail-end of the upswing that had started in 
mid-1972. The bottleneck situations had caused an un- 
usually large backlog of orders particularly in foreign 
trade, which kept exports going in many countries. This 
last spurt petered out in the second half of 1974 when the 
business cycle mechanisms began to move into reverse. 
The restrictive stances of economic policies were also 
maintained in a number of countries in view of the priority 
given to the fight against inflation.** In some countries, 
however, there was hardly any scope for easing econcmic 
policy in view of large “‘oil deficits” on top of an already 
difficult “‘non-oil’” current deficit. 


Not only does the viability of the boom seem to have 
been overestimated but also the underlying strength and 
pervasiveness of the following recession seems to have 
been underestimated. Almost all countries experienced a 
slowdown or outright decrease in growth in the second 
half of 1974 accompanied by an increase in unemploy- 
ment. Bottlenecks no longer played a role in this process. 
There were, however, still some scarcities in raw material 
supplies and latent capacity limitations in some industrial 
branches where problems will be the first to appear in a 
renewed boom. But presently industrial production is 
flattening out and unemployment rising (see tables 1.1 and 
2). 


Notwithstanding the diversity of the national situations 
(which have been briefly reviewed in section 1) some com- 
mon features can be said to have prevailed in 1974. 


(i) The recession which hit the west European econ- 
omies in 1974 already appears more severe than the 1967 
recession. For the 13 industrialized west European 
countries combined, GNP increased in 1967 by about 


54 The probability of a severe worsening of economic conditions, 
particularly if there was no reversal of policies, was pointed out in 
the Economic Survey of Europe in 1973 (see e.g. pp. 57-59) and 
again strongly emphasized in the autumn of 1974 in the Economic 
Bulletin for Europe, vol. 26, No. 1 (see e.g. the section on Policy 
Issues, рр. 19-20). | 


3 per cent and in 1974 by about 2 per cent. The corres- 
ponding figures for industrial production were 1.6 and 
1.2 per cent respectively. Furthermore, the recovery was 
already well initiated before the end of 1967 while at the 
beginning of 1975 there are no tangible indications of a 
revival as yet. The present recession looks more severe 
than the previous one also when the actual development 
of manufacturing production (on a quarterly basis) is 
compared with the trend. In 1967, manufacturing pro- 
duction was about 10 per cent below the trend for only 
one quarter (the first quarter of 1967): for the other 
quarters the difference remained at about 5 to 6 per cent.®° 
In the present recession (see chart 1.1) the gap is larger. 


(ii) On the output side, the general profile of 1974 
displays a broad similarity as among countries with out- 
put still rising in the first months and declining in the clos- 
ing months of the year (inter-country differences are 
considerable for the amplitude of the curve). Motor-car 
and construction industries have led the recession. The 
recession in the construction sector (and especially for 
dwelling construction) was in most countries a major 
factor in the present recession and contributed heavily to 
the increase in unemployment. The behaviour of this 
item of domestic demand in 1974 was at variance with its 
behaviour in previous recessions when it had acted in a 
counter-cyclical way. In past experience, construction has 
been something like a “residual sector” which expands in 
periods of recession because it can draw more easily on 
capital and labour reserves which are tied up in the periods 
of peak activity. Furthermore, in the past the construc- 
tion sector was used actively by governments as one of 
the major contra-cyclical instruments. The present slump 
in dwelling construction may be the consequence of a 
number of factors operating with different intensity in the 
various countries. The costs of housing have risen while 
households’ financial assets have been eroded by inflation. 
Interest rate levels, though no higher than in the past in 
real terms, may have been considered too high by many 
potential buyers in a medium- or long-term perspective. 
Finally, monetary policy has been distinctly more restric- 
tive in recent times than in previous comparable situations. 


(iii) The recessionary forces were reinforced in some 
countries by over-all restrictive policies while in other 
countries policies were broadly neutral or even mildly 
expansionary; but only in a few countries were they 
expansionary to such a point as to steer the output trends 
upwards. For most countries, fears of inflation and 
balance-of-payment deficits remained the overriding’ 
preoccupation of governments. 


= Mas aps : = ' 
° See Economic Survey of Europe in 1973, chapter 1, chart 2. 


(iv) Stockbuilding was very modest in most countries 
in 1974 and contributed to depressing the level of output. 
Excluding changes in stocks, the growth of final domestic 
demand in 1974 would have been higher than it actually 
was in France, the Federal Republic of Germany, Italy, 


the Netherlands, Switzerland and the United Kingdom. 


(By contrast, stockbuilding proceeded fast in Finland, 
Norway and Sweden and was partly responsible for the 
relatively high rate of growth of domestic demand in these 
countries.) 


(v) Enterprise investment petered out in most countries 
in 1974. In previous upswings enterprise investment, 
though starting to expand later than other items of final 
demand, gradually became the major sustaining force of 
the cycle. This time an investment boom was hardly 
noticeable. 


(vi) The changes of employment were about in line with 
the development of output. Unemployment, however, 
rose considerably more than one would expect on the 
basis of the employment decline. The reasons have been a 
relatively strong slowdown in the automobile and the 
construction industry, an unusually small decline in the 
participation rate of women, and the sluggish reflux of 
foreign workers. 


The recession will probably become deeper before there 
is an improvement. Evidence of a worsening can be found 
in the latest available business surveys of industry for 
various countries. Of particular interest as leading 
indicators are the assessment of order-books and stocks of 
finished goods. In the Economic Survey of Europe in 
1973 (pp. 18-21) diagrams were presented which showed 
the development of these variables for eight different 
countries together with a description of the techniques 
used and the way in which the diagrams can be inter- 
preted. As an illustration of the present situation, the 
same variables are shown in chart 2.1 for five members 
of the EEC taken together (the Federal Republic of Ger- 
many, France, Italy, the Netherlands and Belgium).*® 

A negative number for the order stock series indicates 
that a majority of enterprises (weighted by their size) 
judges the orders at hand to be abnormally small. A posi- 
tive number for the inventory series indicates that a 
(weighted) majority of enterprises judges inventories of 
finished goods to be too large. A coincidence of a negative 
and falling order-books curve and a positive and rising 
inventory curve indicates that current demand is 
increasingly insufficient in relation to the current output. 
Thus, unsold goods are piling up and the order-books are 
becoming gradually thinner. The beginning of such a 
development is a precursor to a decline of production and 
а fall in capacity utilization. As the gap of “deficient 
demand” opens up the recession deepens. The bottoming 
out of the order-book curve and the peaking of the inven- 
tory curve is an early signal of a beginning of an improve- 
ment. 

As can be seen from the diagram, there was at the begin- 
ning of 1972 a clear signal of a recovery from the preceding 
slump. Conditions then improved continuousiy. About 


56 REC, Graphs and Notes on the Economic Situation in the Com- 


munity, Brussels, various issues. 


one year later a gap of “excess demand” appeared as 
the order-book curve became positive at the same time as 
the inventory curve became negative. Around the middle 
of 1973 the curves reached turning points thus indicating 
that the peak of the boom was approaching. In the first 
quarter of 1974 the curves crossed each other and then 
started to go in the opposite direction. The previous brief 
period of “ехсезз demand” was thus finished and was 
followed by a period of “deficient demand’. In the 
aggregate the variables used here give no indication so far 
of new turning-points which would signal an improvement 
in the situation. 


The five countries shown as an aggregate in chart 2.1 
all display similar movements of the two curves. The 
Federal Republic of Germany has, however, been leading 
the downward movement of the order book curve and the 
upward movement of the inventory curve. There has 
appeared a tendency for the latter to reach a ceiling. For 
France, the two curves crossed the zero-line only in the 
autumn of 1974 but the gap widened substantially in the 
last quarter. Similar Survey information for Austria and 
Sweden show these countries also to be at an early stage of 
a recession in industry as a small gap of “deficient 
demand” opened up only in the fourth quarter of last 
year. For Switzerland such a development has been 
signalled by Survey data from about the middle of 
1974. 


Investment surveys in most countries also point towards 
a slowing down of growth or outright declines in 1975. 
Thus a survey (from November-December 1974) on 
business capital spending in the United States indicates 
a fall in volume in 1975. Investment in manufacturing is, 
however, held up by expected outlays in such branches 
as petroleum, chemicals, iron and steel and paper. The 
outlook is for falling non-residential private investment 
also in Belgium, the Federal Republic of Germany and 
the United Kingdom. There are, however, some coun- 
tries for which investment expectations are for somewhat 
slower growth of enterprise investments, namely Canada, 
France and Finland. In Norway the increase in invest- 
ment in manufacturing was very high in 1974 and should 
be smaller in 1975, in Sweden the increase is expected to 
be somewhat higher. 

Other indicators containing forward-looking informa- 
tion on production expectations, investment plans and on 
the confidence in the future of entrepreneurs and house- 
holds, also seem to have deteriorated gradually during 
1974 and the beginning of 1975. Thus in the United States 
the ratio of inventory to sales has been increasing and that 
of output to capacity decreasing continuously during 1974, 
Record lows were reached at the end of 1974 for consu- 
mers’ confidence and consumers’ intentions to buy 
durable goods. For the United Kingdom, a survey of 
consumers’ confidence at the beginning of 1975 showed 
extreme pessimism with regard to financial prospects 
because of inflation, industrial unrest and unemployment. 


A consumer survey for the EEC countries as a whole 
likewise showed a majority of persons feeling that their 
situation had deteriorated with worse to come, fear of 
unemployment being given as the main reason for pessi- 
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Chart 2.1 


TOTAL ORDER BOOKS AND STOCKS OF FINISHED GOODS 
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Source: Commission of the European Communities 


continued weakening of the business cycle at least during 
the first half of 1975. 


(ii) Developments in 1975 


Because of the continued prevalence of some contrac- 
tionary factors and of the restrictive stance until only 
lately of monetary and fiscal policies, actual production 
in 1975 will most probably, on average, be considerably 
further below its potentialities than it was in 1974. For the 
13 industrialized west European countries an aggregate 
of national forecasts yields a growth rate of about half 
a percentage point less than in 1974. A decline in GNP is 
foreseen for Switzerland, and perhaps for Italy. In the 
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United States the fall of GNP might accelerate. No 
country seems to expect a significantly higher rate of 
growth in 1975 than in 1974, with the possible exception 
of Norway. Because of the usual lags, unemployment 
might continue to rise into 1976 if there is not a rapid 
turnaround in the building and automobile industries. 
There is, however, a fairly good chance that conditions 
will improve towards the end of 1975. As indicated above, 
it is probable that investment in housing will reach its 
trough this year with the exception, among the major 
countries, of the United Kingdom. There would seem 
to be a pent-up demand for housing as well as for auto- 
mobiles. The prospects for private non-residential 
investments look bleak, however, for the second half of 
the present year. Inventory decumulation, on the other 
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hand, which will be a strong recessionary factor in the 
first half of the year, should be followed by some restock- 
‘Ing in the second half which would contribute to an 
upswing. In most countries the lagged stimulating effects 
of economic policies will be gradually felt over the course 
of the year. There should thus emerge an expansionary 
effect from public sector expenditure as well as from 
private consumption. The development of the latter is, 
however, rather uncertain as changes in the propensity 
to save have recently become very unpredictable. A con- 
tinued increase in unemployment will probably, on 
balance, maintain the propensities to save at relatively 
high levels. But if consumers’ confidence is restored, 
private consumption could rather rapidly become a 
strong element in a renewed upswing. France and 
Canada are expected to show considerable strength during 
the second half of 1975. There is, in particular, a clear 
possibility that the Federal Republic of Germany, which 
experienced a drop in GNP in the second half of 1974, 
also may recover significantly towards the end of the 
year. This would be of great importance for the revival of 
other west European countries. In the United States the 
recession has been deeper and the prospects of a revival 
seem more remote. In both countries economic policy 
has, however, turned in the direction of stimulation. In 
most other countries the stance is rather neutral or only 
mildly reflationary, which, from the point of view of 
growth is an improvement upon the recent, mainly 
anti-inflationary economic policies. 


The slowdown in international trade that originated in 
the United States, Japan and some of the west European 
countries in 1974 is likely to spread to much of the rest of 
the world this year. The support to economic activity that 
western Europe derived in 1974 through the gain in its 
volume trade balance is therefore likely to be much 
weaker, or even to disappear entirely, this year. Although 
the oil exporting countries will remain a buoyant market, 
with growth quite possibly continuing at around last 
year’s annual rate of about 40 per cent in real terms, this 
market presently accounts for only about 12 per cent of 
western Europe’s extra-area exports. Elsewhere the pros- 
pects are less promising. Import demand in the south 
European countries, and possibly also in eastern Europe, 
may rise more slowly than last year, when both areas 
contributed to the improvement in western Europe’s 
volume trade balance. 
market is that of the non-oil 
developing countries. It is also the most important 
market for western Europe, accounting for over a 
quarter of its extra-area exports, The main factor behind 
the non-oil developing countries’ unexpectedly high import 
demand in 1974 seems to have been the impact of the 
boom in commodity prices on their foreign exchange 
earnings. Other factors were the financial assistance 
provided by the oil exporting countries and the drawing 
on foreign exchange reserves by some South American 
countries. Prospects for commodity prices are discussed 
below. But, given the apparent lag of some months between 
changes in spot and in transactions prices, the foreign 
exchange positions of many non-oil developing countries 
in 1975 are likely to reflect the declines in commodity 
spot prices during the second half of 1974, as well as a 


The most uncertain 
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continued rise in the prices of imported manufactures. 
Their aggregate current account deficit is expected to be 
of the order of $30 billion in 1975, some $7 billion higher 
than in 1974.57 There would seem to be little scope, there- 
fore, for an expansion in the volume of exports to the 
non-oil developing countries this year, unless there is an 
exceptional increase in financial assistance. Nor can much 
growth be expected in the volume of intra-west European 
trade this year. Changes in individual countries’ trade 


balances may largely depend on movements in their terms 
of trade. 


The trade balance deficit in 1974 generally turned out 
to be smaller than anticipated. Certainly the increase in 
the oil bill from 1973 was spectacular, but there was also a 
spectacular improvement in the volume balance both 
with OPEC, with the non-oil developing countries and 
with other developed countries. There was also a con- 
siderable improvement in non-oil terms of trade. This 
development seems to have speeded up towards the end 
of 1974 and should continue into i975. 


The oil bill may still increase by some $10 billion in 
1975. There should, on the other hand, be a strong 
improvement of the terms of trade with the non-oil 
developing countries. All in all there should in 1975 be 
an improvement in the trade balance of the region which 
should benefit all the major west European countries. 
The current balance should improve less, however, since 
investment income payments to OPEC will be substan- 
tially higher in 1975 than in 1974. 


The improvements in the terms of trade should contri- 
bute to a sizeable reduction in the deficits on current 
accounts of the United Kingdom, France and Italy. For 
the same reason the current account of the Federal 
Republic of Germany ts also likely to improve somewhat 


further. But the external position of some of the 
smaller west European economies may deteriorate 
further. To that extent the maldistribution of 
deficits and surpluses would thus persist ш spite 


of the over-all improvement for the region as a 
whole. The financing of the deficits 1s, however, not 
expected to create any serious problems. Actually, as 
indicated above, the major deficit countries all improved 
their foreign exchange position. There is, presently, a 
tendency for the financial flows to by-pass the short-term 
intermediating system which came under strain in the 
first year. of large financial transfer requirements. An 
increasing part of international financing now seems to 
take long-term forms. At the same time the official 
international re-cycling facilities have been considerably 
strengthened. 

The outlook for commodity prices is for a greater 
stability in 1975 than in the previous two years. Non- 
food prices will probably continue to fall through most 
of 1975, although as always there are individual excep- 
tions (aluminium, iron ore, phosphates for example). 
When this tendency is likely to be reversed is almost 
entirely a function of when an upturn in activity in the 
industrialized countries can be expected. Metal prices 
are apt to respond rather quickly. Agricultural raw 


’ See IMF Survey, 


3 February, 1975, р, 44. 
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material prices usually lag behind the upturn by much 
more than metals. Even should there be some recovery in 
mid-1975, the year-on-year average change in non-food 
commodity prices (excluding oil) should be negative in 
1975. (Since commodity prices are quoted either in dollars 
or pounds a parity change against these currencies would 
of course influence the development for any particular 
country.) 


With regard to oil prices, it was announced at the OPEC 
meeting in Algiers in January that crude petroleum 
prices would remain throughout the year at the January 
1975 levels. Given the increases in royalty and tax rates 
towards the end of 1974, this will imply some further 
year-on-year increase in average c.i.f. dollar prices for 
the oil-importing countries? 


The prospect for food prices is uncertain due to the 
exceptionally low levels of carry-over stocks for a number 
of basic foodstuffs. In January prices began to ease 
on the basis of forecasts of improved output in the current 
crop year, although the probability of such forecasts being 
upset by the weather is very high. Individual commodity 
prospects are mixed: cereals are likely to maintain price 
levels, while feedgrains are likely to fall partly as a result 
of better soybean crops, and the renewal of anchovy 
fishing in Peru; sugar prices will probably fall on the free 
market but the more important contract prices are likely 
to remain unchanged; vegetable oils and fats prices will 
probably fall as will those of coffee and cocoa; meat 
prices should also fall further. In sum there is little like- 
lihood of a fall in average primary food prices in 1975, but 
any rise should be relatively small compared with the 
40-50 per cent increase in 1974. 


There was a clear deceleration of the rate of increase of 
consumer prices in most countries towards the end of 
1974 and this can be expected to continue in 1975. Raw 
material prices do not seem likely to be a source of 
inflationary pressure, and although the prospect for food 
prices is more uncertain, current crop prospects suggest the 
rise will be much less than in 1974. Most national fore- 
casts are for a lower rate of consumer price rise in 1975 
than in 1974, although in Austria and Norway the rate 
will probably increase. (In the United States and Canada 
the year-on-year increase might be marginally higher than 
for 1974.) The degree of uncertainty is such, however, 
that in Italy and the United Kingdom the forecasts range 
between an acceleration and a deceleration for the year as 
a whole, while in a number of other countries (Belgium, 
Finland and France) the deceleration may be rather 
smaller than currently forecast. 


The main uncertain factor will be the rate of increase 
in wage rates and labour costs. Productivity growth fell 
sharply in 1974 and will probably decelerate further in 
the first half of 1975. Existing inflationary pressure in the 
“pipeline” from past increases in import and other input 
prices will therefore tend to have a proportionately greater 
effect on unit costs and on consumer prices. The reaction 
of trade unions and labour in general to previous and 
current low rates of real income growth will be decisive 
for the rate of price increase in 1975. Although the 
predominant concern of many unions is now the safe- 
guarding of employment, this is not true of some of the 


most powerful and those in the public sector. These 
latter groups may be successful in resisting a fall in their 
real incomes during a period of recession. Such an 
achievement is likely to be followed, however, by 
attempts by unions who are left behind in the downturn to . 
restore their relative position when the labour market 
improves. In some countries (the Federal Republic of 
Germany, for example) the prospects for containing wage 
inflation appear to be very good (current wage settlements 
are running at 6-8 per cent compared with well over 10 
per cent last year), while in others there are signs that 
the current weak state of the labour markets is leading to 
moderation of wage claims (France and Italy, for 
example). In some of the smaller countries, Sweden, and 
Norway, for example, government policies to maintain 
after-tax incomes may encourage such moderation. In 
Denmark and the United Kingdom, however, there still 
appears to be little sign of a deceleration in wage settle- 
ments, but this may be somewhat misleading. Settlements 
in the private sector in the United Kingdom have probably 
decelerated considerably although this is not true of the 
public sector where recent increases have been around 
30 per cent. However, the more uncertain prospect is for 
1976 if that year turns out to be a period of cyclical 
recovery. The slowing down of inflation in 1975 is 
almost entirely a consequence of the cyclical situation and 
can hardly be interpreted as evidence of growing con- 
trol over inflation. In some west European countries a 
recovery of output could coincide with a rate of price 
inflation which may still be running at a rate of around 
10 per cent at the end of 1975. 


(iii) The medium-term outlook 


The relatively favourable development so far with 
regard to the size and financing of the OPEC surplus has 
given rise to expectations that its peak might already 
have been reached and that it will taper off rather rapidly. 
There are several reasons for such a development. 

Firstly, the recent past has shown that even in the short 
run there is a considerable flexibility in the relationship 
between oil consumption and growth. (Thus in Austria 
and Sweden, both countries which maintained fast 
growth in 1974, the consumption of oil decreased by 10 per 
cent.) In the longer run the scope for conservation of 
energy and thereby of oil in particular seems to be very 
considerable. Since the outlook is for the maintenance of 
relatively high oil prices, there would also be incentives 
for a rapid development of alternative energy sources. 

Aid transfers and loans to non-oil developing countries 
have been greater than foreseen. Since commitments are 
several times larger this development is likely to be 
speeded up. In the medium term, the consumption 
capacity of the developing countries will be correspondingly 
increased and partly offset the increased world savings 
propensity associated with the surplus of the oil-producing 
countries. 

Secondly, the expenditures on armaments by the oil- 
producing countries have increased very fast and are 
likely to be maintained in the future. These expenditures 
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_are not hampered by lack of management and need not be 
delayed by appraisal problems. The limitations rather 
concern storage facilities with the buyers and delivery 
capacities with the sellers. 


ment it would be important to consider at an early stage 
and in an ordered and co-ordinated manner the policies 
and commitments related to the transfer of real resources 
to the oil-producing countries. It would furthermore be 
important to establish some guidelines for the ways in 
which these transfers might be staggered with regard not 
only to the absorption capacity of the recipient countries 


Thirdly, and perhaps most important, the point seems 
already to have been reached when the petroleum pro- 
ducing countries begin to hesitate before further invest- 


ment of their surplus in financial assets. The alternative of 
buying real assets in the industrialized countries might be 
limited because of legislation or national concern of the 

_latter. There are therefore good reasons for oil-producing 
countries increasingly to find outlets for their surplus 
funds in the creation of real assets in their own countries, 
or in other developing countries. The rate of absorption 
would be speeded up by co-operation with the indus- 
trialized countries in terms of purchases of capital goods 
as well as participation of skilled personnel. 


The developments pictured above would be highly fav- 


ourable from the point of view of the rapid elimination of 


the oil deficits and of the problems and uncertainties cen- 
tred around this phenomenon. The coin has, however, 
another side. In order to liquidate the accumulating 
deficits the transfer of real resources to the developing 
countries might for several years mortgage part of the 
growth of the developed industrialized countries. In 
1974 the shift in the trade volume balance of these 
countries probably amounted to more than their growth. 
Even with normal growth there would be considerably 
less resources than normally left for domestic consump- 
tion and investment. Investment would, furthermore, 
have to be expanded vigorously in order partly to remove 
bottlenecks that are likely to arise at an early stage of the 
next boom, partly to provide the basis for the accelerating 
deliveries mainly to the oil-producing countries. This 
might mean a rather slow growth for private consumption. 
If such a restraint were to be imposed very rapidly the 
pressures from the wage-price-wage spiral would become 
even more forceful than they are today. At present wage 
negotiations take place in a context of rising unemploy- 
ment. In the near future they might, when there is a need 
for increased restraint on real personal income and 
consumption, take place in a context of full employment. 


The upshot is that the industrialized countries of the 
western world in one or two years may move into a new 
boom where, on top of the conventional business cycle 
mechanisms might be superimposed the effects of the 
transfer burden and also of bottlenecks that have remained 
because of poor investment performance. Inflation, which 
this year may on average be only a little below the 1974 
rates, might then get a new and almost inevitable impetus. 


It has been said that the “ой crisis” has come close to 
creating a situation similar to the world depression in the 
nineteen-thirties. A mere relevant comparison might be 
with what happened to Germany after the First World 
War. The transfer burden then consisted in reparations. 
The effort to discharge this transfer burden rapidly was a 
major factor behind the great inflation. This situation was 
belatedly solved by massive international long-term 
lending. International financial markets are nowadays 
much better organized and stable. But in order to avoid 
anything even remotely similar to the German develop- 


but also the carrying capacity of the delivering countries. 


It should be noted that for individual countries the 
prospects might look somewhat different from the one 
Suggested here. The demands coming from outside the 
region might be concentrated on a few countries. These 
countries might not necessarily be those which presently 
have the relatively largest external deficits. But if some 
countries move decisively towards full capacity utilization, 
this will have repercussions on other countries and the 
business cycle will tend to become rapidly generalized. 


There is, of course, a great deal of uncertainty’ sur- 
rounding the scenario outlined above. И should not 
occur at all if the proper measures are taken in time— 
which is why it is important to look beyond the present 
situation when under-utilization rather than capacity 
limitations is the most pressing problem. 


(iv) Domestic financial management 


The problem posed by intensified international financial 
intermediation and by transfers of real resources also have 
a bearing on domestic financial management. In the short 
run this management has to cope with the fact that an 
external deficit by necessity has a counterpart in a corres- 
ponding deterioration of the net financial position of one 
or several domestic sectors. This is the problem of the 
domestic “‘absorption”’ of the deficit. In the medium-term 
scenario discussed in the previous section, there is the 
problem of promoting and channelling domestic savings 
in such a way that the transfer of real resources is not 
hampered by lack of proper financing. 


The external deficit of a country may, for example, be 
fully covered by foreign borrowing by the government. 
But if the government maintains a fairly neutral stance 
with regard to its budget, then the absorption of the 
external deficit financing is transmitted to one or several 
other domestic sectors of the economy which thus become 
the final net borrowers. The sudden appearance of a big 
deficit poses problems for domestic financial management 
as the deficit has to be absorbed somewhere. 


Besides the government, other sectors such as the 
household sector may for various reasons strive to main- 
tain their net financial position and may, in the short run 
at least, be able to do so even in spite of inflation. Others 
like the enterprise sector may therefore, also in the short 
run at least, be pushed into a heavy deficit position ex- 
posed as they would be to various forms of price control, 
shrinking sales and profit margins, rigidity in investment 
plans, etc. But, in the slightly longer run, the enterprise 
sector would also be able to unload a deficit primarily by 
revising investment expenditure downwards. Thus if 
every sector tries to protect itself, a deflationary process 
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would be set in motion. It becomes the task of financial 
policy to avoid such developments. 

There are presently indications of increasing tightness 
in the financial situation of enterprises in various coun- 
tries. Thus liquidity ratios have been deteriorating in the 
United States, the Federal Republic of Germany and the 
United Kingdom. In France, an increasing number of 
enterprises have experienced cash difficulties. Monetary 
policies have generally been eased but this is not an 
exclusive answer to the problems. The relatively weak 
demand for credit and a consequent slowing down in 
the growth of money aggregates of several countries 
indicate that monetary policies are not very effective 
except perhaps in countries such as the United Kingdom, 
where the stringency has been severe and lasted a long 
time. It is symptomatic that in some countries special 
measures have b2en introd iced to alleviate the situation, 
particularly for small and medium-sized firms which do 
not have easy access to ordinary bank borrowing or to 
capital markets. Countries that have tried price controls 
have experienced difficulties in maintaining them in 
sit ations of shrinking cash flows. Rescue operations 
have been undertaken for large companies in financial 
difficulties. But almost everywhere the reaction to 
liquidity squeezes and reduced profit expectations is 
downward revisions of investment plans. 


Generally speaking there is a need for a broadening of 
the credit market mechanism in intermediating the 
increased flow of funds needed for equilibrating surplus 
and deficit sectors (just as in the case in international 
financial markets). One problem concerns the capacity 
and willingness of the banking system to extend its 
operations to the forms and amounts required. These 
are the kind of obstacles that have already, for some time, 
been observed in domestic and international financial 
intermediation, as, for example, the equity capital of banks 
has become progressively smaller in relation to the 
inflated values of their liabilities. There is a recent 
tendency in international financing to by-pass credit 
markets through direct bilateral deals where govern- 
ments act as partners or intermediaries. There might be 
a similar pattern developing domestically as the interme- 
diation function to some extent is shifting from the finan- 
cial system to the government. 


Financial imbalances between sectors may actually 
understate the increase in the requirements for credit 
intermediation since, within sectors there may also be a 
tendency towards a more lopsided financial structure. 
This is the case when the distribution of planned invest- 
ments on the one hand and the distribution of profits and 
available reserves on the other are becoming less and less 
matched inside the enterprise sector. 

Domestic financial management would also be a major 
problem in a scenario where the present rapid accumula- 


tion of external deficits was followed by a period of rapid 
elimination of these deficits by a transfer of real resources 

from debtor to creditor countries. In such a process there 

would be a need not only to raise investment from a 

cyclically depressed level but to increase it still further in 

order to cope with a structural maladjustment. If private _ 
investment increases its share of the total product while 
the share of profits in total income remains roughly 
unchanged, there will be an increasing deficit of the 
enterprise sector to be covered by external financing. The 
obstacles to be overcome to achieve smooth financing, 
however, would not only concern the readiness to lend 
on the part of the banking system. There is the additional 
problem that enterprises may only reluctantly depart from 
established financing patterns, for example, with regard 
to the relative size and the forms of external financing. 
As a counterpart to the increased investments there would, 
furthermore, be a need for increased household savings. 
If inflation remains a medium-term phenomenon one 
might have to consider new forms for promoting these 
savings, e.g. via indexed financial assets.°® 


In times when borrowing and lending may become 
progressively more unevenly matched, when inflation 
distorts investment criteria and when a huge amount of 
funds may be floating around internationally, there seems 
to be a need for increased guidance by central decision- 
making. Certain priorities could be established, for in- 
stance, for investments in energy research, production and 
conservation, and for the promotion of trade between 
regions. 

Requirements for increased inter- and intra-sector 
financial intermediation should be taken into account 
when guidelines are laid down for credit expansion. The 
risks are larger that this consideration will be neglected 
when the money supply—however defined—is the direct 
object for monetary policies. Conventional rules of 
thumb for a proper relationship between for instance 
nominal GNP and the money supply are apt to become 
misleading in periods of dramatic changes in financial 
structures and requirements such as those that are 
presently taking place. 


58 There are institutional obstacles to the channelling of indexed 
household savings through the banking systems or capital markets. 
The banks would have to compensate indexed-linked deposits by 
full or partial indexing of their lending. If there are offers of indexed 
bonds side by side with fhe stock of conventional bonds there would 
develop a double market with relative prices of bonds depending 
оп anticipation of the price used in the index-link. There could be 
considerable difficulties for monetary policy to handle these markets 
by open market operations. Indexed bonds issued by the Govern- 
ment to households can, on the other hand, be insulated from the 
rest of the credit market. Their terms should of course not be so 
favourable that they would drain the banks of funds. The conditions 
should be designed in such a way as to give the reasonable option 
for those savers who have the highest inflationary expectations and a 
largest aversion to related risks. 


3. SOUTHERN EUROPE 


The 1974 economic performance of the south European 
countries has been uneven and not very satisfactory. In 
only two countries—Turkey and Yugoslavia—has the 
rate of growth of total output exceeded the rate in the 
preceding year and in only one—Yugoslavia—has the 
acceleration of total output both stemmed from industry 
and been accompanied by a revival of industrial invest- 
ment. In the two Iberian countries, GDP growth fell 
below the medium-term rates, while in Greece, the modest 
rate of growth was only the result of a good agricultural 
year. 


In line with most western industrialized countries, the 
trade balance of southern Europe has deteriorated follow- 
ing the adverse terms-of-trade effect of higher crude oil 
and raw material prices. Except in Greece, the deteriora- 
tion of the trade balance of south European countries has 
been reflected in an almost parallel deterioration of the 
current balance which has also been adversely affected by 
declining tourism demand and in some cases by lower 
emigrant transfers. Infiationary pressures continued to be 
high, but the imported cost inflation seems to have been 
the determining element in the acceleration of prices. 


_In 1974, the Iberian countries moved rather in tune with 
the rest of western Europe and the end of their expansion- 
ary phase of the cycle seems to have been late in 1973. In 
Greece the deflationary policies pursued in 1973 produced 
an earlier and sharper downturn in industrial activity, 
while in Turkey the few indicators available point to a 
dampened and lagged influence from abroad. Yugoslavia 
has followed a different time pattern in its rhythm of 
expansion with a strong acceleration of economic activity 
in late 1973 and most of 1974, which has only recently 
(early 1975) begun to slow down, mostly under the 
influence of lower foreign demand and certain restrictive 
policies. 


(i) Output, demand and prices 


In 1974, the Greek economy underwent a period of 
readjustment. Following the exceptionally high rates of 
growth in 1972 and 1973, a decline was recorded in 1974. 
Gross domestic product is estimated to have declined by 
2 per cent. 


Agricultural output, which declined marginally in 1973, 
is estimated to have recorded an increase of 12.4 per cent 
in 1974. This rapid growth was mainly accounted for by 
an exceptionally good performance of cereals, especially 
wheat, and of olive oil and animal products. These 
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increases more than offset a decline in the production of 
tobacco and cotton. 


As a result of the restrictive measures taken in October 
1973, the industrial sector experienced a minor decline that 
reflected the poor performance of manufacturing and 
construction. During 1974 manufacturing output showed 
a decline of 1 per cent compared with an increase of 
15.7 per cent in 1973. Practically all branches recorded 
marginal declines of output or a marked decrease in their 
rate of growth. Particularly significant was the 9.7 per 
cent decline in the production of foodstuffs in the first 
nine months of 1974 compared with a rise of 11.3 per cent 
in the corresponding months of 1973. The rate of growth 
of textile production which also carries a particularly 
large weight in total manufacturing output, declined from 
15.5 per centin the first nine months of 1973 to 2.7 per 
cent in the corresponding period of 1974. The output of 
the tobacco processing sector, which increased by 2.4 per 
cent in the first nine months of 1973, declined by 6 per 
cent in the corresponding months of 1974. Due to the 
progressive relaxation of credit policy in the course of the 
year’s second half, it is conceivable that annual data may 
show a slightly better performance for manufacturing 
than in the year’s first three quarters. 


In spite of the decline in output, employment in 
manufacturing rose by 2.3 per cent in the first seven 
months of 1974, compared with 5.7 per cent in the cor- 
responding period of 1973. This implies a decline in 
labour productivity, which had increased in 1973. A 
reversal was recorded in the net migratory flow in the 
first half of 1974, when returning emigrants exceeded 
those emigrating, following a decline of the latter. This 
was partly linked to the deceleration of growth in conti- 
nental western Europe, especially in the Federal Republic 
of Germany. Recorded unemployment increased by 12.4 
per cent in the first seven months of 1974, as compared 
with a decline of 14.2 per cent in the corresponding 
months of the previous year. 


The marked deceleration in the growth of construction 
in 1973 appears to have been followed by a large decline 
in 1974. Both were the result of restrictive policies 
pursued by the government in this sector since the end of 
1972. These measures were relaxed progressively in the 
course of the second half of 1974. 

Services—which account for 47.5 per cent of the gross 
domestic product—recorded in 1974 a small contraction. 
Following an impressive growth in recent years, both 
tourist arrivals and receipts from tourism declined in the 
first nine months of 1974, especially in July and August. 
The Cyprus crisis was partially the cause. Earnings from 
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shipping rose in the first three quarters of 1974 at a higher 
rate than in the corresponding period of the previous 
year. 


The arrest in the growth of national expenditure in 
1974 was, to a great extent, the outcome of the deflationary 
policy pursued by the Government in the course of the 
year, especially during the first half. A series of refla- 
tionary credit measures taken in the course of the second 
half of the year were expected to affect the economic 
performance of the country in the last quarter, for which 
complete data are not yet available. All major components 
of demand—possibly with the exception of government 
consumption—experienced a marked deceleration or 
decline. 


Budget data for the first nine months of the year point 
to a decline in government investment. There was a 
marked increase in current government expenditure over 
the corresponding period of the previous year. Ordinary 
budget expenditure in 1974 is estimated to reach finally 
the amount of Dr. 104,700 million, which means an 
increase of 32.3 per cent against 20.3 per cent in 1973. 


A noticeable deceleration took place in 1974 in the 
rate of growth of both private consumption and invest- 
ment. However, the slow-down in the growth of over-all 
investment conceals two divergent movements. A decline 
of investment in construction (which accounted for 73 per 
cent of total gross fixed asset formation in 1973) was 
offset by a considerable increase of investment in equip- 
ment. The increase in manufacturing investment was 
largely due to foreign direct investment, but credit policies 
may have also played a role in channelling savings 
towards productive investments. In 1974 a significant 
change was recorded in the sectoral pattern of credit 
extended to the private sector. Agriculture and manu- 
facturing benefited from higher rates of credit expansion 
(over those for the corresponding period of 1973), while 
trade and housing experienced considerably lower rates 
of growth of credit. 


Data for the first half-year show an increase of 28.1 
per cent in hourly earnings of workers in manufacturing 
compared with a rise of 13.3 per cent in the corresponding 
months of 1973. Consumer prices rose by 26.9 per cent 
in 1974 compared with 15.5 per cent in 1973. As in 1973, 
these increases were mainly accounted for by food, a 
component whose prices rose the fastest (except for trans- 
port and communications). 


No data are presently available which would allow a 
reliable estimation of output and demand changes in 
Portugal during 1974. However, it seems clear that the 
cyclical upswing which had started in 1971-1972 was 
already weakening towards the end of 1973 under the 
influence of lower foreign and domestic demand. Entre- 
preneurial expectations and investment plans suffered a 
turn for the worse in late 1973 due to the decline in 
foreign demand, the psychological impact of the petrol 
crisis, and the difficulties associated with the embargo of 
oil producing countries. Е 


The profound political changes which took place in 
April 1974 caused only minor and temporary disturbances 
In economic activity. Investment demand was presumably 


affected by a climate of uncertainty with regard to the 
extension of the impending institutional changes. 


According to official estimates, GDP in 1974 increased 
at a rate of about 4.5 per cent, which is below the 6.2 
medium trend growth rate. Gross fixed capital formation, 
which had increased by 7.8 per cent in 1973, is expected to 
have declined by 4 per cent in 1974.°° Exports of goods 
and services probably did not grow in volume. Thus the 
main stimuli to total demand in 1974 came from the 
public sector and from the expansion of private consump- 
tion. 


A moderate increase in agricultural output is expected 
in 1974 in spite of the long drought which affected 
unfavourably the Iberian peninsula. Output of all 
cereals apart from wheat, is expected to be well above that 
for 1973. The production of grapes for wine also in- 
creased. These increases should offset declines in the out- 
put of olives and meat, as well as a considerable drop 
in the fishing catch. 


According to a recent ministerial statement,®° the rate 
of growth of manufacturing slowed down during 1974. 
For the year as a whole, a growth of 6 per cent over 1973 
is expected. The slow-down was particularly noticeable 
during the months of May and June, but a slight recovery 
seems to have taken place during the second half of the 
year. The slower growth of manufacturing output in 
1974 touched all major manufacturing branches, partic- 
ularly textiles and clothing, footwear and wood manu- 
factures. Mining output seems to have changed little. The 
rate of expansion of public utilities has also declined, 
electricity consumption increasing by only 6 per cent 
during the first three quarters of 1974 over the same 
period of 1973. 


The number of new buildings completed increased by 
over 18 per cent during the first half of 1974 compared 
with the corresponding period of 1973. Nonetheless, the 
decline in the number of new building licenses points to 
a certain slow-down during the second half of 1974, parti- 
cularly for industrial building. In order to sustain economic 
growth and employment, the new Government speeded 
up public investment projects and took measures to sti- 
mulate private construction. Thus construction should 
show, in all probability, a moderate expansion over 1973. 
Employment in this sector was up 3.4 per cent during the 
third quarter of 1974 over the same period of 1973, while 
cement sales increased by 8 per cent. 


The service sector also seems to have expanded less 
rapidly than in 1973. There was a decline of about 
10 per cent in the number of tourists entering the country 
and the capacity utilization of hotels has diminished for 
the second consecutive year. A survey of retail sales shows 
a very sharp downturn during the second quarter of 1974 
and a recovery in the third quarter. Other service sector 
indicators also point to a slow-down. 

Price increases accelerated considerably in 1973 and 
have continued to be very high in 1974 in spite of a policy 


59 Ministerial statement introducing the budget Гог 1975, Diario 
de Noticias, 3 January 1975, 


60 See supra. Diario de Noticias. 
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of price > controls. The (Lisbon) consumer price index 
which had increased by 30 per cent from March 1973 to 
March 1974, experienced throughout 1974 a somewhat 
lower rate of increase, the slow-down being more notice- 
able towards the end of 1974. The food component rose 
particularly rapidly reflecting the low supply elasticity of 
the agricultural sector, as well as the higher import 
prices of food. Wholesale prices show almost the same 
rapid Increase as consumer prices, but the main contribut- 
ing factors were the rising prices of industrial raw materials 
and fuels. In contrast with what occurred in 1972 and 
1973, salaries are expected to have increased somewhat 
faster (by about 5 percentage points) than prices. Workers 
in practically every sector (except construction) seem to 
have benefited from this trend, in line with the redistri- 
butive income policy of the new régime. 


The number of unemployed increased rapidly through- 
out 1974, reaching 5.6 per cent of the labour force. 
Some lay-offs in several sectors have contributed to the 
increase in unemployment, but the main cause has been 
the drastic reduction in emigration and the return to 
civilian life of a large number of conscripts. 


The expansionary period of the cycle in Spain showed 
signs of peaking towards the end of 1973 when industrial 
orders started to decline. As is normally the case, the 
turning point in industrial production came later. The 
(seasonally adjusted) index of industrial production only 
started to turn sharply downwards after June 1974, when 
the stock of orders in industry had already fallen under 
the “normal” level and the level of inventories of finished 
goods had become excessively high. 


Official estimates put the growth of GDP in 1974 at 
5.6 compared with 8.1 in both 1973 and 1972 and a trend 
rate of 7.3 in the 1960-1970 period. As can be seen in 
table 3.1, the slow-down affected every major output 
sector:* 


Agricultural output is expected to have increased in 
1974 by 5.2 per cent, due mostly to a good cereal harvest 
(except for rice and maize), and also to a rise in meat 
production, the latter, however, was due mostly to slaugh- 
terings prompted by persistent drought and also to a 
sharp deterioration in the terms of trade of the animal 
producing sector. This sector had experienced very high 
increases in the prices of imported feedstuffs and other 
inputs. 


As for most west European countries, the evolution of 
the industrial sector during 1974 shows two distinct 
phases. The first was an expansion which lasted until the 
middle of the year. It was followed by a sharp downturn 
during the second half. For the year as a whole, output is 
expected to have increased by 6 per cent. Unlike the 
contractionary phase of the 1966-1967 cycle, when the 


61 New estimates, released in April 1975, of GDP covering only 
supply show a somewhat lower rate of expansion, namely 5.3 per cent 
for GDP; 4.9 per cent for agriculture; 5.8 per cent for industry ; 
5.0 per cent for construction and 5.1 per cent for services, Source: 
Economie Espagnole 1974, Madrid, April 1975. Mimeographed 
document submitted to the Thirtieth Session of the Economic 
Commission for Europe. 


consumer-goods industries experienced a lesser decline 
than the capital and intermediate goods sectors, the 
present contractionary phase of the cycle is characterized 
(as was the short-lived downturn of 1970) by the relatively 
more favourable behaviour of intermediate and capital 
goods sectors. Capacity utilization in the industrial sector 
(excluding construction) reached 81.4 during the third 
quarter of 1974, its lowest level since March 1971. 
Industrial employment continued to increase in 1974 (by 
nearly 2 per cent) and as is normal in this phase of the 
cycle, productivity increases have remained very limited 
(3.7 per cent compared with 7.5 per cent in 1973). The 
seasonally adjusted index of industrial wages increased 
by 38 per cent from September 1973 to 1974. Higher 
unit costs were reflected in an acceleration of industrial 
prices which are estimated to have increased by 17.3 per 
cent compared with 10.1 per cent in 1973. The lower 
activity levels in the industrial sectors were only reflected 
in higher unemployment as of the third quarter of 1974. 
For the economy as a whole, it is expected that unem- 
ployment at the end of the year will reach 2 per cent of 
the active population. 


The construction sector followed the same pattern of 
expansion as manufacturing. An expansion in the first 
half of 1974 was followed by a sharp downturn in the 
second half, influenced at first by lower activity levels in 
residential construction and the tourism sector, and later 
by a decline in industrial building not compensated by 
higher activity in subsidized housing construction. 


The service sector also experienced a decline in the rate 
of growth. The tourist sector was particularly affected by 
a decline of about 10 per cent in the number of foreign 
visitors. 


All sectors of demand experienced a deceleration in 
1974. The growth in private consumption declined from 
6.7 per cent in 1973 to an estimated 5.6 per cent. Never- 
theless, the index of retail sales in chain stores continued 
to grow rather rapidly up to the end of 1974. Public 
consumption also experienced a minor deceleration from 
6 per cent in 1973 to 5 per cent in 1974. The sectors of 
demand whose growth rates decelerated most were 
foreign demand and investment. The deceleration in 
foreign demand was due mostly to the stagnation of the 
exports of services. Presumably influenced by the stimuli 
granted at the end of 1973, investment continued to 
increase rather rapidly during the first half of 1974 but 
declined rapidly thereafter, particularly investment in 
construction (mostly of industrial buildings). However, 
investment in plant continued to expand up to the third 
quarter of 1974 at a rate above its medium-term growth 
rate. The slower growth in the volume of credit and the 
liquidity problems of certain firms may have had adverse 
repercussions on investment. 


Price increases accelerated in Spain from the already 
high level attained in 1973. For 1974 as a whole, the cost- 
of-living index increased 16 per cent on the average for 
1973. While in 1973 the rise in food prices accounted for 
over 55 per cent of the over-all increases, in 1974 it 
accounts for 37 per cent. The acceleration in the increase 
in prices seems to have been entirely due to imports. It 
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TABLE 3.1 


Annual changes in output and prices, by sector, in selected south European countries 


(Percentage trend rate of growth and percentage changes over preceding year) 
ee В 


Trend rate ee ти 
row 
О 1972 1973 1974 а 1960-1970 1972 1973 1974 а 
Greece Portugal 
Changes in output at constant prices: 
GDP at factor cost . U2 10.6 9.4 20 6.2 SiS) 7.8 4 
of which: 
И ора <06 оо ооо Gc) “ese oe fer mc coma ye. pe) 3.4 — 0.9 12.4 1.3 0.4 8.4 
Industry. 10.4 13:9 15.6 —1.2 9.0 12.4 6.9 
GOonsteuchonee ем 9.4 20.1 5.6 —30.1 8.1 15.8 14.7 
SEIVICES Ate Я РМ moeee 7.4 9.8 10.1 51.9% 5.9 8.6 7.4 
Price changes: 
GDPRdeiatote sa er ee ames om ee as Bae 4.8 18.8 29.3 ЕЯ 6.9 9.0 ne 
Wholesale prices . 6.3 23.4 36.7 | 5.7 fT 28.3 
Consumer prices . 4.3 15.5 он и 10.7 12.9 95 
of which : 
Food . 3.9 21.4 27.6 9.9 D2 32.6 
Spain | Turkey 
Changes in output at constant prices: | 
ОБР арта cost mei a ees ее Ties) 8.1 8.1 5.6 6.0 6.1 4.0 GR) 
of which: 
О Е аа J cts eee eee 25 3.0 5.5 ey 2.4 0.2 10.7 6.9 
ПО А Beet? ON teeta ae осела SE: 9.4 12.0 10.8 6.0 10.1 ГУ 12.8 8.1 
Construction нь Бат Oe 9.0 9.0 51 7.4 У 9.9 TT. 
SELVICESS PM Tata vec ered ou Ес дат ве 7.5 7.2 ee. 5.6 el 7.8 8.2 
Price changes: | 
ОЧЕН о о se a eee le 6.2 8.4 10.3 Ee | 5х5 14.5 21.9 в 
Wholesale prices . 7.6 9.6 18.0 | 18.0 20.5 29.7 
Consumer prices . 8.3 11.5 Ih ao 12.9 16.6 18.6 
of which : | 
Food . 9.1 12.8 14.3 | 11.0 20.0 17.48 


Sources: Greece—National Accounts of Greece, 1948-1970; Statistical Yearbook 
of Greece, 1973; Bank of Greece, Monthly Statistical Bulletin. 


Portuzgal—Anuario estatistico; National Accounts of OECD Countries; Boletim 
mensal de estatistica. 


Spain—Contabilidad nacional de Espafia, Afios 1954 a 1964; Afios 1964 a 1971 y 
avance de 1972; Га Renta Nacional en 1973 у au distribuciodn, julio 1974; El presu- 
puesto у la economia езрайо!а 1975, diciembre 1974; Banco de Espafia, Boletin esia- 
distico. 


has been estimated that the incidence of higher import 
prices in the GNP price deflator was 2 per cent in 1973 
and 7 per cent in 1974.5? In 1974, money wages continued 
to increase faster than prices. The seasonally adjusted 
index of industrial wages was 38 per cent greater in 
August 1974 than in August 1973, and hourly wages seem 


8? The increase in import prices during the first three quarters of 
1974 was 49 per cent and 26 per cent excluding petrol. In November 
1974, the unit value index of imports was 54 per cent up on the 
same month of 1973, and for the first three quarters the increase 
on the average was 49 per cent. 


Turkey—Tiirkiye Milli Geliri ve Harcelamari, 1948-1972; T.C. Resmi Gazete, 


25 Jan. 1974; OECD Economic Surveys, Turkey, November 1974; Aylik Fiyat 
Indeksleri Biilteni, 


For all four countries, supplemented by ECE Secretariat estimates and ECE, 
Statistical indicators of short-term economic changes in ECE countries. 

@ Provisional. 

6 January-August. 


to have reached their maximum rate of increase during 
the third quarter of 1974. Thus real wages increased 
somewhat more than in 1973, i.e. about 8 per cent against 
7.3 per cent in 1973. 


Detailed estimates of 1974 output and demand trends in 
Turkey in 1974 are not yet available.** GNP is expected to 
have approached 431 billion Turkish lira, which represents 


oS According to news reports, discussions on the 1975 budget have 
been initiated at the T.B.M.M. Budget Commission only in mid- 


January. 
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at current prices а 40 per cent increase relative to the 
provisional data for 1973. However, most of the increase 
1$ accounted for by prices, since GNP in volume terms is 
expected to have expanded by about 7.5 рег cent. Pre- 
viously the State Planning Organization (SPO) had 
estimated an 8.8 per cent growth which was later revised 
to 7.5 per cent. Final data may show a growth rate slightly 
lower than 7.5 per cent. 


The 7.5 per cent growth of GNP is in accordance with 
the Third Five-year Plan, but the sectoral contributions 
deviate from it. Agricultural output was higher than 
planned, at an expected 6.9 per cent growth (4.1 per cent 
plan estimated) and was due to good climatic conditions. 
Industrial output, however, was lower than Plan expecta- 
tions, at an estimated 8.1 per cent growth (against a 
12 per cent plan target). Manufacturing industry had a ra- 
ther disappointing growth rate of 7.5 per cent as compared 
with 14.6 per cent in 1973. No data have been obtained 
so far for mining and energy, both of which should have 
improved on 1973 output. Mining in particular, which 
had a disappointing growth in 1973 is expected to have 
developed favourably in 1974. Of the other main sectors 
of the economy, construction and transportation are 
expected to have had a 7.7 per cent and 12 per cent growth 
respectively. 


The GNP deflator increased by 22 per cent in 1973 and 

« 1$ expected to run near 30 per cent in 1974. The aggrava- 

tion of the inflationary pressures is partly due to the 

higher prices of imported raw materials and oil. Bottle- 

necks arising in the industrial sector also contributed to 

price increases and prompted the Government to enact 
some measures of import liberalization. 


Industrial unemployment seems to be rising very rapidly 
аз a result of a drop in the gross outflow of emigrants 
following restraining immigration policies in the Federal 
Republic of Germany and other industrial countries.* 


(ii) Trade and payments 


In Greece (according to payments data) the marked 
deceleration of output and demand was reflected in a 
considerable decline of the rate of growth of imports. 
For the first nine months of 1974 payments rose by 20.7 
per cent compared with 69.3 per cent in the corresponding 
months of 1973. Customs data for the first six months of 
1974 show a substantial decrease of the rate of growth of 
the volume of imports, and a considerable increase in the 
rate of growth of import prices. The latter reflected the 
very fast growth of raw materials and fuel prices. For 
the first nine months of the year, 73 per cent of the total 
increase of payments for imports was accounted for by 
petroleum products. All other major groups of imports— 
except for coal and transport equipment—recorded a 
lower rate of increase than in 1973. Payments for 1m- 
ported consumer and capital goods experienced a sub- 


64 During the first ten months of 1974 the gross emigration declined 
by nearly 95 per cent. 


stantial deceleration in line with the pattern of domestic 
demand. The decline in the payments for imports of food 
was more than accounted for by a significant decrease in 
the payments for imports of meat. 


Payments data show that export receipts recorded a 
very marginal decline in the rate of growth in 1974. They 
rose by 46.1 per cent in the first nine months of 1974 
compared with 47.9 per cent in the corresponding months 
of 1973. Customs data for the first seven months of 1974 
show a decline of the rate of growth of the volume of 
exports, and a considerable acceleration of export prices. 
The marked decrease in the rate of growth of receipts 
from exports of food, beverages and raw materials were 
more than offset by the higher rates of growth of receipts 
from all other major groups in the first nine months of 
1974. The substantial increase in the receipts from the 
exports of tobacco, compared with a decrease in the first 
nine months of 1973, was particularly important because 
of its weight. 


These changes led to a marginal widening of the trade 
deficit. In the first nine months of 1974, net invisible 
earnings increased mainly because of higher shipping 
earnings, the rise of which more than offset a small decline 
of tourist receipts. The reversal of the migratory flow was 
reflected in a decline of emigrant and workers’ remittances. 
The net outcome was a very marginal decline of the 
current account deficit, which had widened considerably in 
1973. Had it not been for the substantial increase of the 
fuel import bill, the current account deficit would have 
declined considerably in 1974. In line with the pattern that 
prevailed in recent years, the current account deficit was 
almost entirely financed by a net inflow of capital. During 
the first nine months of 1974 official reserves recorded a 
very small decline compared with a small increase in the 
corresponding months of 1973. The net inflow of private 
capital underwent a marginal decline. An important 
increase was recorded in official borrowing, largely 
accounted for by the $297 million loan to the Bank of 
Greece. 


Preliminary data for 1974 show that the value of 
Portugal’s imports increased by over 51 per cent. How- 
ever, over four-fifths of the estimated increase was the 
result of higher import prices. The most important 
increases occurred in crude oil, food products (meat, 
wheat and fish) and in some raw materials for industrial 
use. Imports of investment goods and consumer manufac- 
tures probably stagnated or declined in volume terms. 
The escudo value of exports is estimated to have increased 
by about 26 per cent, but the increase was largely ac- 
counted for by higher export prices. In spite of the widen- 
ing of Portuguese export markets (following the establish- 
ment of trade relations with east European countries), it 
seems that the volume of exports rose only marginally. 
Nevertheless, rather favourable results were obtained in 
exports of machinery, textiles and minerals (mostly 
wolfram-tungsten). 

About one-third of the increase in the trade deficit, 
which was double that for 1973, was caused by higher 
petrol prices. Petrol imports (in volume) increased 
because of the replenishment of stocks depleted during the 
oil embargo. 
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According to recent official statements,® the over-all 
balance-of-payments deficit of Portugal in 1974 was 15 to 
16 billion escudos (over $600 million) compared with a 
surplus of $400 million in 1973. This deficit is equivalent 
to about 6.5 per cent of GNP. The deterioration stems 
from the almost doubling of the trade deficit, to $2.2 bil- 
lion and from a decline in the net surplus of invisibles 
resulting from a drop in tourist receipts and a decline in 
emigrant remittances.°° The expected decline of the net 
outflow of capital will only offset a minor part of the 
increas‘ 1 current deficit. Thus, the over-all balance 
reflect: roughly the changes in the current balance. The 
decline in foreign reserves in the year was $485 million. 


According to customs data (с.г. /.-/.0.6.), the peseta 
value of imports into Spain increased ia 1974 by over 
58 per cent over that for 1973, while the increase in 
exports reached nearly 35 per cent. As a result, the trade 
deficit (c.if--fo.b.) nearly doubled the one of 1973, 
reaching 480.7 billion pesetas, i.e. over $8.3 billion. 
According to partial unit-value data, export volume 
probably increased by less than 5 per cent .while 
the volume of imports probably increased by about 
8 per cent, against 14 per cent in 1973. The increase in 
the crude oil import bill was $2.4 billion and accounted 
for more than 60 per cent of the increase in the trade 
deficit. This increase represents almost 3.5 per cent of 
gross national product. Following the trend of economic 
activity, imports increased rapidly during the first half of 
1974 and later slowed down. By contrast, and as a result of 
the weakening in internal demand, exports tended to 
accelerate throughout the year. The highest increases in 
imports in 1974 took place in raw materials (even if petrol 
is excluded), followed by foodstuffs and consumer 
manufactures. Investment goods imports have increased 
(in current value) by about one-fifth, which should 
correspond to a moderate decline in volume terms. 
Important increases were achieved in the export of 
manufactured goods, particularly equipment goods, 
while agricultural exports experienced a decline in 
volume terms reflected in a very minor increase in current 
value. Spanish exports to CMEA and oil producing 
countries expanded particularly fast in 1974. 


The $3.9 billion deterioration in the trade balance 
(c..f.-f.0.b.) was not offset by higher invisible earnings. 
Earnings from tourism were probably at about the same 
level as in 1973. Payments (for the January-October 
period) show a small increase in the service surplus due to 
improvements in investment income, freight, and supplies 
to foreign transport. Emigrant remittances declined in the 
first ten months of the year by 14 per cent and it seems 
likely that for the year as a whole the decline might be of 
over 200 million dollars. Although cash payment data 
are not a very precise indication of current transactions 
(particularly in 1974, because of speculative leads and 
lags), it can be estimated that the (f‘0.b.-f.0.b.) trade 
deficit more than doubled from $3.5 billion in 1973 to 


* Press of 9 January 1975 and 22 February 1975 respectively. 

66 According to recent press reports (Jornal do Comercio 8: П- 
1975) remittances increased in the first nine months of 1974 by 15 per 
cent, i.e. by about $79 million but a drop was expected in the fourth 
quarter. 


about $7.1 billion in 1974, while the net service and 
transfer surplus probably remained virtually unchanged at 
about $4 billion. Thus the current deficit (on a transactions 
basis) probably exceeded the $3 billion mark in 1974. 
Reserves declined in 1974 by only $774 million due to the 
increase in the inflow of long- and short-term capital 
(mostly private credits from abroad). 


In Turkey it is estimated that the trade deficit for 1974 
was more than double that of the previous year, reaching 
some $1,800 million ($782 million in 1973). The current 
value of exports grew by some 21 per cent over last year 
to an estimated $1,600 million. Imports may have 
increased by about 61 per cent due to price increases, 
particularly oil prices. There was, apparently, a decline 
in the volume of exports, partly because of the situation 
in the world textile industry and of minimum export 
price regulations for cotton exports. 


In spite of the slackening labour migrations to the Com- 
mon Market, workers’ remittances continued to grow in 
1974, increasing by 21.7 per cent in the first ten months 
to $1,294 million. They were expected to reach $1,450 
million by December. Net revenue from tourism was 
expected to surpass the 1973 value by $70 million. 


Gold and foreign currency reserves were still high in 
December 1974 and amounted to some $1,669 million, 
which is some $300 million lower than the maximum 
reserves recorded at the end of 1973. 


(iii) Policies and prospects 


During 1974 economic policy in Greece gradually 
moved from restraint towards mild reflation. Although 
the annual price increase will be a record, the inflationary 
pressures probably eased and the month-to-month price 
increases have been declining lately. The rapid increase in 
time deposits seems to confirm a more confident public 
mood as well as a favourable response to the increase in 
interest rates in February. 


Credit extended to the public and private sectors 
increased in the first nine months of 1974 at a rate similar 
to that of the corresponding period of 1973, which, given 
the high rate of inflation, represents a slowdown in real 
terms. Both the money supply and deposits rose at a 
marginally higher rate than in the corresponding months 
of 1973. 


Official forecasts for 1975 are not yet available. The 
reflationary measures taken in the course of the second 
half of 1974 ought to lead to a revival of growth in 
industry and services. Expansion in these two sectors 
should more than offset a possible decline of the rate of 
growth of agricultural output, which was exceptionally 
high in 1974 and led to an acceleration of the growth in 
gross domestic product. 

In Portugal the new government’s most urgent basic 
aims have been to prevent disruption of economic activity 
and to maintain confidence in the stability of the economy 
and the currency. From the outset, the new régime has also 
been committed to a programme of deep structural 
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reforms in the economy aimed at achieving a more 
equitable income distribution. 


The first basic document defining the economic policies 
of the new government was Decree Law No. 203/74 of 
15 May, which spelled out some targets and broad 
economic policy orientations of the new régime. The 
scope of the measures envisaged in this basic decree was 
very wide, covering anti-inflationary policies, fiscal and 
agricultural reforms, a revision of the Fourth Develop- 
ment Plan, nationalization of the banks of issue, ete. 
Some of the measures taken following the basic directives 
of the programme were of an urgent short-term nature 
aimed, for example, at preventing the flight of capital, 
speculation and excessive price increases.*? Others which 
have already started to be implemented are of a more 
structural nature. 


One of the most difficult problems of the new govern- 
ment was to keep the already very high inflationary pres- 
sures from becoming aggravated by a strong cost push 
due to wage increases, and at the same time introduce a 
redistributive policy in favour of the lower incomes. The 
Decree Law 217/74 of 27 May 1974 combined a minimum 
industrial wage with a freeze (for 30 days) of salaries 
above 7.5 thousand escudos. This policy of redistribution 
and containment of the total wage and salary bill was 
continued and in September a forced savings system 
(by medium-term bonds) on the increments in higher 
salaries was introduced. 


The budget for 1975 is clearly expansionary. Total 
budget expenditure is estimated at 75.3 billion escudos, 
i.e. 42 per cent above that originally foreseen for 1974. 
A deficit of 15.7 billion escudos is expected, which is 
equivalent to about 6 per cent of GNP. The criteria which 
have been applied in the drawing up of the present 
budget (such as a realistic valuation of total receipts and 
also of military expenditure previously subject to special 
extra-budgetary allocations) make it difficult to compare 
it with that for 1974. The most important differences in 
the pattern of expenditure are found in the decrease in 
extraordinary defence expenditure (by more than 40 per 
cent) and in the increase of nearly 100 per cent (on the 
results for 1974) for the economic development allocations 
of the revised Fourth Development Plan. The increase in 
ordinary expenditure (45 per cent over the budget of 
1974) is due mostly to increases in the salaries of civil 
servants, expenditure on food for the armed forces, 
education (52 per cent), social security (46 per cent), and 
public health (30 per cent). 


The rising level of unemployment, persistent infla- 
tionary pressures, and the emergence of a sizeable trace 
and current balance-of-payments deficit were the most 
important problems facing Portuguese policy makers at 
the onset of 1975. To the already difficult problems of 
achieving short-term equilibrium—both external and 
internal—while keeping unemployment from rising ** 1s 


67 Measures of direct price contro! were taken in May, June, July 
1974; rent controls were introduced in May 1974. 

68 In spite of the measures taken throughout 1974 to discourage 
lay-offs, it is reported (press of 20 February) that from June to 
December these reached 18 thousand 


added the government commitment to carry out a pro- 
gramme of deep structural reforms. 


A new “programme of social and economic policy” 
was announced in February 1975. Some of the main 
points ш it are: 


_(а) State control of certain basic sectors is envisaged 
either to avoid private monopoly control or to achieve 
better co-ordination in the field of production or distribu- 
tion, The most important sectors covered by the new 
policy are mining, petrol refining, and distribution and 
electricity generating and distribution. Foreign invest- 
ments are to be regulated by a foreign investment code. 
A body charged with anti-monopoly action will be created. 


(6) Improvement of efficiency in the private sector by 
direct State intervention or by providing stimuli in the 
credit, fiscal or marketing fields. These policies include: 
improved distribution in agriculture, the creation of a 
special institution for the promotion of small and medium- 
size enterprises, the creation of specialized State trading 
enterprises for the import of essential foodstuffs, stimuli 
to trade and distribution co-operatives, the creation of 
State Foreign Trade Enterprises for the marketing of 
goods produced in small-sized scattered industrial units 
(so as to pool supply for foreign markets), 


(c) A reshaping of the fiscal and credit system includ- 
ing the revision of the medium-term credit machinery and 
the creation of a body to repress tax evasion. Of special 
short-term relevance is the discouragement of conspicu- 
ous consumption through the tightening of taxation of 
luxury goods and travel of nationals abroad and the 
creation of special rediscountable bills for public sector 
payments to enterprises working for the public sector. 

(4) State action in the agricultural field is particularly 
important. The measure to expropriate farmlands which 
are irrigated or suitable for irrigation exceeding a cer- 
tain maximum (taken in January 1975) area is to be fol- 
lowed by a new law оп гига] rents, the abolition of all sorts 
of share-cropping contracts etc. 


(e) The programme reaffirms the State intention to act 
under the Decree Law 660/74 of 24 November and of 
637/74 of 20 November which regulates the requisition or 
State control of enterprises ““which do not work in a way 
which contributes to the normal economic development 
of the country ”. 


(Г) State action in the employment field to stimulate 
public works, social housing and labour intensive 
branches of production. Promotion of social housing 
shall be carried out by direct State action ® as well as by 
concerted action agreements with private enterprises (in 
the way foreseen in Decree Law 663/74 of 26 November). 
A National Employment Fund is to be set up which will 
be able to provide financial or technical aid, grant sub- 
sidies etc. to enterprises which create important employ- 
ment outlays. The same aid can be also given to prevent 
lay-offs. The programme also announces the creation of 


69 It is relevant in this context to mention that, while the pro- 
gramme does not foresee the nationalization of commercial (private) 
banks, State control through majority holding is foreseen in the 
institution Which specialized in construction credits, namely, the 
“‘Credito Predial Portugues”’. 
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an unemployment subsidy (already introduced) which is 
fixed at two-thirds of the minimum wage. 


It is particularly difficult to assess the likely impact of 
these measures on the Portuguese economy throughout 
1975 since much depends on such imponderable psycholo- 
gical factors as the business response to the programme. 
It seems likely that inflationary pressures will continue to 
be high, although perhaps somewhat lower than in 1974. 
Vigorous expansionary policies might be successful in 
keeping the unemployment level within manageable 
proportions, but the unemployment problem could be- 
come aggravated if the return of colons from the new 
independent African States becomes massive. A further 
reason for concern is the recent apparent loss of competi- 
tiveness of Portuguese manufactured exports, which 
might exert pressures for a currency readjustment in a 
situation when inflationary pressures continue to run high. 
If business confidence is restored and a sizeable share of 
new employment is directed to sectors which are competi- 
tive and contribute to marketable supplies, the Portuguese 
economy may continue to expand in 1975. 


It is expected that the budget outcome for 1974 in 
Spain will show a decline in the central government sur- 
plus, as compared with that of 1973, of 36 billion pesetas, 
equivalent roughly to 0.9 per cent of GNP. Fiscal policy 
took a somewhat more expansive turn in March 1974, 
when short-run anticyclical funds were released and 
capital and State current expenditure increased. Capital 
expenditure is thus expected to increase by 24 per cent 
(current values) and current expenditure by 25.4 per cent 
compared to an initial estimate of 18.7 per cent. Monetary 
and credit policy experienced several changes during the 
year; a first period of rapid expansion of total liquidity 
and credits lasted up to the end of February 1974 and was 
followed by a period of very slow growth in these aggre- 
gates as the external sector drained liquidity from the 
system. This period lasted up to the end of August, when 
the action of the public sector and the new discount 
lines opened by the Central Bank again allowed an expan- 
sion of credits and of the liquidity of the banking 
system. 


The 1975 budget foresees a very small decline in the 
public sector surplus, equivalent to only 0.2 per cent of 
GNP. The total saving of the public sector, which was 
3.2 per cent of GNP in 1974, is expected to decline a 
little, to 2.6 per cent of GNP. The amounts authorized 
for anticyclical funds have been doubled, but even so 
they amount to less than one-half of 1 per cent of GNP. 
Thus the action of the public sector as a whole is expected 
to be only slightly more expansive than in 1974. This 
policy seems to have been adopted to avoid possible 
undesirable effects on the price level and on the external 
position.”” At present the anti-recession policy of the 
Government does not so much take the form of a direct 
stimulus from the public sector but of an emphasis of 
fiscal and credit stimuli to investment and exports. The 
present policy continues, in general, the main lines of the 
economic programme adopted at the end of October 


See Ministerio de Hacienda, El presupuesto у la economia 
Espafiola 1975, Madrid, December 1974. 


1974.7! It aimed at achieving, in 1975, a GNP growth rate 
of about 4.5 per cent and an unemployment level not 
exceeding 2 per cent. 


In the absence of complete public finance data and. 
macro-economic data on broad sectors of demand, it is 
difficult to assess the influence of policies on the evolution 
of the economy of Turkey during 1974. According to 
recent press reports, estimated results of the consolidated 
Government budget seem to indicate that the approved 
1974 revenues were actually exceeded. Therefore it seems 
likely that the originally foreseen budget deficit of 6 bil- 
lion T.L. (equivalent to roughly 2 per cent of GNP) might 
have been reduced. This conclusion is supported by the 
fact that the revised budget authorized the Government to 
enforce cuts of up to 10 per cent in public expenditure. 
Internal borrowing might therefore be less than originally 
expected. In spite of the reshaping of the machinery of 
price controls (in March 1974) and of a more moderate 
credit expansion, prices accelerated and private invest- 
ment seems to have slowed down considerably through- 
out the year. Apart from the increases in the prices of 
certain goods and services supplied by the public sector, 
the main cause for the acceleration of prices seems to 
have come from imports. The good harvest had a 
favourable influence on food prices. 


The consolidated budget revenue for 1975 is estimated 
at 107.3 billion T.L. or nearly 37 per cent above the esti- 
mated results for 1974. The internal debt financing is 
estimated at 8.0 billion T.L. At present private consump- 
tion and public sector current and capital expenditure 
seem to be expanding rather fast, but private investment 
is probably lagging. The high rate of inflation and the 
deterioration of the current balance militate against a 
more decisive reflationary policy action with regard to the 
public sector. 


(iv) Yugoslavia 


In Yugoslavia, the passage from 1973 to 1974 was 
marked by a switch from restrictive to expansionary 
demand policies. However, certain brakes were applied 
towards the end of 1974. The switch was motivated by a 
bad experience in the past with demand restrictions which 
had restrained the growth of output more than the rate of 
inflation. Also, wage costs had accelerated and structural 
maladjustments had been accentuated as the growth of 
output and productivity slowed down. Thus, an encour- 
agement of supplies appeared to be a more suitable 
method for relieving inflationary pressure. To begin with 
this approach necessitated a fast expansion in capital 
formation. Also, large imports were needed to fill the 
shortfall in domestic supplies until new capacities became 


| 71 Тре measures included the reintroduction of fiscal stimuli to 
investments, an increase in public sector investments, legal limitations 
in the use of scarce goods (including fuel), a continuation of price 
controls, an increase in luxury taxes coupled with lower direct 
taxes for the lower-bracket income levels of the population, an 
Increase In export credit financing, certain measures to promote 
import substitutions. 
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available. As-a result, the growth of output accelerated, 
inflation became stronger, and the balance of payments 
deteriorated sharply. However, most of the deterioration 
was due to external factors. In an attempt to reduce 
inflationary pressures and the balance-of-payments deficit, 
the authorities intend to continue stimulative policies in 
1975, but with the objective of stimulating an increase in 
the growth rate of output which would lead the increase 
in the growth rate of domestic demand. 


THE GROWTH OF OUTPUT AND SUPPLIES 


The growth of the over-all output speeded up from 
5 per cent in 1973 to 7.3 per cent in 1974 (see table 3.2). 
This acceleration was due to the growth of the non- 
agricultural sectors which grew by 9 per cent during 
January-October 1974 as compared with 4 per cent in 
1973. Employment and productivity contributed to it in 
similar proportions, and both went up almost twice as fast 


TABLE 3.2 


Yugoslavia: selected indicators 


a ee ee eee Ан С 


Average 


Absolute annual Annual percentage change 
amount percentage 
1971 change 1971 1972 1973 1974 
1960-1970 
Output, volume (billion dinars) 
GNP, volume . 204.5 6.6 9.0 5.0 5.0 1.3 
Industrial output @ . SES 8.4 10.0 8.0 6.0 10.7 
of which: 
Consumer goods . 9.1 11.0 10.0 6.0 10.0 
Capital goods . 726 10.0 7.0 6.0 11.0 
Intermediate products 8.2 10.0 7.0 6.0 10.5 
Industrial ouput per worker . ey 5.3 5.0 3.0 3.0 5.6 
Construction @. : 18.3 4.1 2.0 4.0 —2.0 7.0 
Agricultural output? . 40.1 2.6 f 7.0 —2.0 7.0 3.0 
Foreign trade, value ($ million) 
Exports f.0.b. 1 814 11.6 8.0 23.0 28.0 32.0 
Imports c.i.f. Pe. aA 3.258 13.2 13.0 —1.0 39.0 66.0 
Goldvandiforetenicurrencies® 3 2026 2 wo. « 378 378 1 090 1 810 1 400 
Expenditure, volume (billion dinars) b 
Gross fixed investments . 64.6 6.6 UP 3.4 3:7 9.0 
Personal consumption 110.5 6.6 9.0 5.0 2.8 8.0 
Collective consumption . WES 518) Pe} 97 4.0 10.0 
Final domestic demand . ЕЕ: 192.6 6.3 tl) 4.5 955) 9.0 
Stock-building and foreign balance . a 210 0.5 2.0 
Employment (thousands) 
Non-agricultural employment 3192 3.0 4.8 4.4 2-8) 8 
Registered unemployed? ........... 160 144 154 178 175 
АИС TE eat Sty RP gos ea oe 27 45 45 53 57 
Wages (billion dinars) 
Real earnings per head . 6.6 Sie 0.0 т a 
Nominal monthivincome . . 2... 2 1 + - 138.4 28.1 sy a i 
Personal disposable imcome «. 24 45. « « s « = 127.6 =e 26.6 ae ee 
Household savings . 22 26.0 18.0 DOK ) 
Prices 
5 2 
Retail prices . F Spa wt ВЕ 10.5 ie т # ” 
Producers’ prices of industrial products . ae = a a = 


Producers’ prices of agricultural products . 
ee Е ee 


Sources: National statistics. 
а Index of physical volume. 
59 months. 


с End of year total (in $ million). 

dEnd of year total (in thousands). 

€ October 

f Based on average for 1960/61 and 1970/71. 
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as in 1973. Unemployment (people receiving unemploy- 
ment benefits) remained virtually unchanged at 4 per cent 
of the labour force outside agriculture. However, the 
number of people looking for jobs, which is another 
indicator, increased from 382 thousand in 1973 to 446 
thousand in 1974, which was 10 per cent of the labour 
force outside agriculture. The over-all supplies grew by 
approximately 9 per cent (6 per cent in 1973). The loss of 
income resulting from a 10 per cent deterioration in the 
terms of trade (nearly 2 per cent of GNP) was offset by the 
inflow of resources on account of a 13 and 3 per cent 
increase in the volumes of imports and exports respectively 
(16 and 7 per cent in 1973). 

The increased growth rate of industrial output was due 
to new capacities, a better use of the existing ones, and an 
acceleration in the growth of productivity. The expansion 
of capacities was concentrated in the sectors producing 
industrial materials, the output of which went up by 
11 per cent (6 per cent in 1973). For a number of years, 
investments in this sector were encouraged with the aim 
of widening bottlenecks and raising domestic supplies to 
manufacturing sectors. The latter also benefited from a 
14 per cent increase in the volume of imports of industrial 
materials in both 1973 and 1974 and from enlarged credits 
which facilitated sales of domestic capital goods in the 
domestic market. The fast increase in demand raised the 
utilization of capacities in manufacturing from 60-70 per 
cent in the various sectors in 1973 to an average of more 
than 80 per cent in 1974. Manufacturing output went up 
by 10 per cent as compared with 6 per cent in 1973. The 
most dynamic industrial branches were engineering, 
metal-using, chemicals and timber which shot up by 11 
to 17 per cent in 1974. A better utilization of capacities 
also aided the recovery of the construction industry, which 
realized a 13 per cent increase in the completion of dwel- 
lings. It was supported by an 11 per cent increase in the 
output of construction materials (also a bottleneck). The 
output of services grew also faster than in 1973. 


A continuous growth of agricultural production was 
stimulated primarily by the terms of trade which had 
improved during 1971 to 1973; they deteriorated slightly 
in 1974. Moreover, in 1974 the scheme of guaranteed 
prices and government purchases was broadened and 
larger credits were made available to finance current 
inputs and capital formation. Restrictive policies in EEC 
countries were partly offset by subsidizing domestic sales 
of meat. 


THE EXPANSION OF DEMAND 


The volume growth of final domestic demand went up 
from some 4 per cent in 1973 to 9 per cent in 1974 
(January-October). The total demand increased some- 
what slower than that because the volume of exports went 
up by only 3 per cent. Foreign trade played a negative 
role in the expansion of over-all demand but was very 
beneficial to growth on account of certain supplies. 
Stocks increased by 6 per cent in industry and by less than 
that in the retail trade. Except for exports, all types of 
demand grew fast and at accelerated rates. 

During January-October 1974, investments in fixed 
assets grew by 9 per cent, which was two and a half times 
faster than in 1973. Investments were stimulated by a 


rising demand at home, a fuller utilization of capacities 
and a 13 per cent increase in dwelling construction. Also, 
financing became easier in 1974. The financial position of 
enterprises improved on account of a number of govern- 
mental and central bank policy changes. These included 
the reduction of enterprise taxes, the permission to write 
off some debts, the abolishment of deposit requirements 
for new investments and imported capital goods, and the 
expansion of borrowing abroad. Also, larger credits were 
available for investments in the sectors producing indus- 
trial materials needed to remove their bottlenecks. 
Finally, supplies were satisfactory: the domestic output 
of capital goods increased by 11 per cent and the volume 
of their exports and imports by 1 and 9 per cent respec- 
tively. Prices in this sector went up by 27 per cent (15 per 
cent in 1973). 


During the first ten months of 1974, private consump- 
tion increased by 10 per cent, which was almost three times 
as fast as in 1973. The freeze on wages was lifted early in 
the year. The growth of wages and hire purchase credits 
accelerated. Farm income went up fast although some- 
what slower than in 1973. In 1972 and 1973 income was 
re-distributed in favour of farmers but in 1974 in favour 
of wage-earners. The domestic output and the volume of 
imports of consumer goods increased by 10 and 20 per 
cent respectively; while exports of consumer goods 
remained almost unchanged. The volume of retail sales 
increased by 7 per cent as compared with 3 per cent in 
1973. Retail prices increased by 19 per cent in 1973 and 
26 per cent in 1974. Incomes policies were helpful in 
limiting wage increases relative to those of the preceding 
year. However, they produced two negative results. 
First, they narrowed down wage differentials within 
branches and enterprises. Secondly, the incomes policies 
increased wage differentials between branches by per- 
mitting enterprises to include the effects of inflation from 
wage calculations. This rendered the remuneration system 
less stimulative and induced pressures for price increases 
in the sectors where prices went up at a slower rate. The 
remedy is being sought via the expansion of wage differ- 
entials within branches and enterprises while between the 
branches they should narrow jwith the exclusion of the 
effects of inflation from the calculation of income for 
wage purposes. 


Budget expenditures increased at a slower rate than did 
the GNP and were matched by receipts from taxes and 
sales of securities to enterprises and commercial banks. 
Moreover, the deficit financing of development funds 
expanded. The efficiency of fiscal policies in demand 
management continued to be severely affected by several 
factors. Budget expenditures are fractioned over local, 
regional and central government and are difficult to 
co-ordinate. Secondly, the Federal Government has a 
limited tax authority. Finally, the need for a deficit 
financing of development funds was accentuated since the 
acquisition of own capital was slow. 

Demand was also affected by the money supply which 
expanded by 37 and 25 per cent in 1973 and 1974 (January- 
October) respectively. The slowdown in 1974 was due to 
the balance of payments which shifted from a surplus in 
1973 to a deficit in 1974 (see the text-table below). In 
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order to slow down the growth of demand, the money 
supply was reduced towards the end of 1974. The effic- 
1епсу of monetary policies in demand management 
continued to be hampered by the heavy commitment of 
the National Bank to selective crediting, a negative real 
rate of interest, and limited scope for open market 
operations, Also, enterprises were in a position to escape 
restrictions by expanding inter-enterprise crediting. 
Usually, it took the form of delayed payment for delivered 


viously, there was the pressure in low-wage sectors to 
Increase prices and wages in order to catch up with the 
sectors where prices and wages increased fast on account 
of inflationary pressure. Costs were particularly upset 
by chain reactions including deliberate adjustments of the 
prices of industrial materials and the insistence of other 
sectors to maintain their price relative. Producers and 
consumers of imports are authorized to negotiate their 
prices which gives an upward bias to prices. 


The sources of money supply 
—— 


Outstanding 
31.12.1973 
billion dinars 


Change in million dinars 


1973 1973 (1-10) 1974 (1-10) 


ие 


Bank credits . 
Payments balances 
Blocked deposits (—) а 


Money supply 


295 43.3 35.3 49.0 
5 7.7 9.1 = 
IMT 28.7 26.5 26.5 
83 22.3 17.9 152 


——ы—ы—ы=—„„ЗА———/—/С/С/С/——«/: 


Source: National statistics, 


а The non-interest bearing deposits of enterprises, commercial banks and governments held at the National Bank at the 


order of the National Bank, 


products. When, in the process, enterprises became 
illiquid, the National Bank had to intervene in order to 
unblock choked credit channels. Most of the obligations 
of the National Bank resulting from selective credit 
operations will be transferred to commercial banks which 
should lead to a more extensive co-ordination and raise 
capital mobility. Inter-enterprise lending will be dis- 
couraged by the exclusion of non-paid bills from the 
calculation of their income for distribution. 


PRICES 


The intensification of the inflationary pressure in 
1974 was due to foreign factors (see table below). Import 
prices increased as much as 47 per cent in 1974 (ten 
months). In 1973 the increase was about 20 per cent. To 
some extent domestic inflation may, however, have been 
attenuated by the large import surplus which diminished 
bottlenecks. However, the internal factors did not lose 
much in intensity although their individual contributions 
may have changed. Wage costs increased by 14 and 23 per 
cent in 1973 and 1974 respectively. As mentioned pre- 


Indicators of inflation 


(Percentage change over preceding year) 
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1974 
1972 1973 (10 months) 
Import prices 5:9 19.8 47.1 
: 752 
СМР price deflator 14.3 19.0 29.2 
Percentage points contributed to 
the GNP price deflation? . . 1.1 4.3 11.1 
ЕЕК i 
Source: National statistics. 
indirect i content of inal ‹ d in 1970 has 
@The direct and indirect import content of the total final demand in 
been estimated at 21.3 per cent (Problemi Ekonoske Politike i Privrednih Kretania 
Yugoslavije, ed. D. Vojnié, Zagreb 1972), The ratios in subsequent years were ca 


culated—19.1 per cent in 1972, 21.7 per cent in 1973 and 23.5 per cent in 1974. 


THE BALANCE OF PAYMENTS 


Detailed information on the balance of payments for the 
first nine months of 1974 is shown in table 3.3. Partial 
estimates are available for eleven months. It seems that 


TABLE 3.3 
Yugoslavia: The balance of payments 


Un millions of US dollars) 


1974 
1972 1973 (January- 
September) 
Receipts . 4 260 5751 5 445 
of which: 
commodities . 2 384 3 031 2 980 
services 1 858 2 651 2 397 
of which: 
remittances 964 1 398 1 266 
tourism 462 630 535 
transport .... Bal 467 464 
factor income and transfers. . 18 49 68 
Expenditures . 4 238 5 509 6 040 
of which: 
commodities . : 3 504 4 612 5 269 
SERVICES о р он О, № 562 667 566 
of which: 
ineMoeloty 5 o Oo 4 0 a 6 236 335 307 
factor income and transfers 172 230 205 
The balance of trade —1120 —1581 —2289 
The balance of services and income 1 142 1 803 1 694 
The balance on the current account 22 222, —595 
The capitalaccount. 3... as 668 441 192 
Reserve changes 690 663 — 403 
Total reserves 1 090 1753 1 350 


Source: National statistics. 
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the deficit in the balance of trade rose to $3.4 billion—a 
deterioration of $1.85 billion compared to 1973. The 
following contributed to this deterioration: the increase in 
petrol prices added $560 million to the import bill and a 
worsening in the terms of trade of other products resulted 
in a further loss of $800 million. Exports of services 
continued to increase but not to the extent of offsetting the 
above shifts in the terms of trade. During January- 
October 1974 remittances increased by 18 per cent, 
tourism by 13 per cent and transport services by 42 per 
cent. The balance on the current account was reversed 
from a surplus into a deficit of some $900 million in 1974. 
Roughly half of it was financed by foreign exchange 
reserves. 


THE PROSPECTS FOR 1975 


The trends in economic activity during 1974 which may 
be relevant for 1975, are shown in the text-table below. 


Government feels obliged to manage a high rate of growth 
in order to prevent an undue increase in unemployment 
and to make possible the further elimination of rigidity 
in the production structure. 


The major constraint for growth in 1975 will be the 
balance of payments. The deficit on the current account 
should remain at the 1974 level ($900 million) which is 
inside the borrowing capacity. In this case foreign 
currency reserves may remain at $1.4 billion, which is 
considered as minimum. The growth of both demand and 
supplies have been devised with the aim of encouraging 
exports and discouraging imports. Domestic demand is 
set to increase slower than domestic output. The rate of 
growth of industrial output will have to be restrained in 
order to save on imports of industrial materials. Imports 
may be saved also through a further widening of the 
bottlenecks in the domestic economy. A good harvest in 


The volume growth of demand in different periods of 1974 


(Percentage change over the same period of 1973) 


Total domestic demand 
of which: 


population purchases а 
investments in socialist economy 


EXDOntS ong mere ИМЕН igh em ol 


Total demand 


ОИ Е outputs ame nnn iin eee 
Constructions sarees eee Ga ey 


January- April- July- October- 
March June September November 
№. 11 14 УЕ 2. 
ie 10 12 4 0 
Е 15 1) 32 9 
Nae 22 7 —8 —15 
oF 14 12 a —1 
or 9 10 10 10 
eee 8 6 6 5 


Source: National statistics. 


@ Excludes auto-consumption which is important in the farming sector. 


The growth of demand was slackening in the course of 
the second half of 1974. It was most pronounced in 
exports. Because of time lags, this event did not have an 
immediate effect on industrial output. Stocks of indus- 
trial goods increased by 6 per cent and after October the 
rate of growth of imports sharply slowed down. 


The Federal Office for Planning expects the growth of 
output to slow down but indicates that the above trends 
will be reversed by Government policies. In fact, the 


1974 has reduced the need for food imports in 1975, and 
considerable stocks of imported industrial materials are 
available for consumption in 1975. Restrictions on 
imports imposed in mid-1974 (prior cash deposits for 
imports and limits on foreign exchange quotas for 
consumer goods) should show their full impact in 1975. 
Exports will also be helped by more extensive borrowing, 
although they may be discouraged by slackening demand 
abroad. Both exports and imports will be affected by 


The trends in economic activity projected for 1975 


(Percentage increase of 1974) 


Ав pee 6.0 Domestic demand 4.8 EXPOrtS: een ce ee 10 
Industry Peres 1633 Ма и. Pref а Юя вов 4 
О 5 р ель 5 ОО А ви а а ac 

Employment... . . 3.0 Investments in fixed assets 6.8 

Budget expenditures 4.5 


eee 


Source: Press reports. 
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exchange rates which, unlike in 1974, will not be permitted 
to get overvalued. Finally, declines in the prices in foreign 
markets should be more substantial in the case of 
imports than of exports. The trade in services is difficult 
to predict since tourist receipts and remittances depend on 


the economic situation in the west European countries. 
So far, less than forty thousand Yugoslavs working 
abroad have lost their jobs, and only a part of them were 
obliged to return. Negotiations are going on for emigra- 
tion to oil-producing countries. 
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CHAPTER 2 


RECENT ECONOMIC DEVELOPMENTS IN EASTERN EUROPE AND 
THE SOVIET UNION 


1. GENERAL DEVELOPMENTS 


(i) Growth of national output 


In east European countries and the Soviet Union, there 
was a continued high rate of over-all expansion in 1974. 
Measured by the changes in combined net material pro- 
duct, global production for the area as a whole rose at a 
rate slightly below 6 per cent. This rate was about one 
percentage point less than the comparable 7 per cent rate 
attained in 1973.1. Among the countries of the area, only 
the German Democratic Republic and Romania recorded 
a faster growth rate of net material product than in the 
previous year (table 1.1). The deceleration in the volume 
growth of aggregate foreign trade was more pronounced 
and very likely occurred in all countries. The aggregate 
rates of volume growth have been estimated at 7.2 per 
cent for the area’s exports and 7.7 per cent for imports. 
Both rates have been below the respective 11.2 and 13.7 
per cent attained in 1973. (For detailed analysis, see 
section on Foreign Trade.) 


The prevailing direction in development strategy was 
towards a policy of consolidating economic growth. These 
intentions were more accentuated than in previous years. 
Domestic and international trends contributed to such a 
shift in policy objectives. The high rate of domestic 
expansion achieved in 1973, on the one hand, and direct 
impacts of developments on world markets and in market 
economies, on the other hand, were apparently taken into 
consideration. The 1974 plan targets for net material 
product and major production sectors (industry and agri- 
culture) were thus set at a level below that achieved in 
the previous year. The only exception were Romania 
and Bulgaria, where there was a planned speeding-up of 
global and sectoral expansion. 


1 The estimates of aggregate rates are based on the weighted 
averages of the annual growth rates of net material product (national 
income produced) for all countries with the exception of the Soviet 
Union. For the Soviet economic performance, the officially pub- 
lished data—planned and actual—refer to national incame distribut- 
ed. Growth rates of major production sectors in the Soviet Union 
indicate that the annual percentage increase of net material product 
is likely to exceed that of national income distributed and might be 
at least-6 per cent instead of 5 per cent for growth in national 
income distributed. If this should prove correct, the area’s rate of 
over-all growth would be over 6.5 per cent. 
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Special attention was given to the more efficient use 
of labour and natural resources, to the better use of 
existing productive capacities and a rapid implementation 
of advanced methods in management. During the year 
under review, increased labour productivity and the appli- 
cation of modern technologies were of constant concern 
to governments. These are not new issues in the economic 
policies of the centrally planned economies. However, 
in 1974 innovation in this regard was concentrated on 
more comprehensive and co-ordinated measures under- 
taken by governments in the introduction of stricter and 
specially organized controls. Within the CMEA area 
increasing importance has been also attached to the inter- 
national aspects of development policies. 


(ii) Production and labour productivity 


For the area as a whole, global production in 1974 
expanded largely as planned. This was not the case in 
the sectoral pattern of expansion. Agriculture and foreign 
trade experienced greater slackness than anticipated, while 
industry rose at more rapid rates. 


In 1974 agricultural trends were unfavourable in almost 
all countries of the area; however, they differed from 
country to country. (For detailed analysis, see section 
on Agriculture.) Exceptionally good results were recorded 
in the German Democratic Republic, where agricultural 
production recovered from a modest increase in the pre- 
vious year. In Czechoslovakia, Hungary and Poland, 
good results were obtained, although the growth rates 
were below those of 1973. In Hungary, crop production 
was at the 1973 level, while a decline was recorded in 
Poland. By contrast, animal production rose, as it did 
in previous years. Romania (and to some extent Bulgaria) 
experienced a stagnant aggregate agricultural output for 
the second consecutive year. Divergent trends were also 
recorded in crop and livestock production: a decline in 
the former and a rise in the latter. The Soviet Union 
recorded a decline in agricultural output with a similar 
divergence in the production pattern. 


68 Recent economic developments in eastern Europe and the Soviet Union 


TABLE 1.1 
Changes in growth of the net material product 


(Annual percentage changes) 4 
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TABLE 1.1 (continued) 


Gross output 
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Net material product Agriculture Industry Construction 
Country and period Plan Actual Plan Actual Pian Actual Plan Actual 
I 2 3 4 5) 6 7 8 9 
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1966-1970 9.8 9.1 Sy IKE itil 12.4 : 13.1 
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Source: National statistics, plans and plan-fulfilment reports. 


а Changes within five-year periods are yearly averages. 
5 Related to the 1972 plan target. ag Re Rs 
с Annual percentage change of five-year average over the previous five-year 


average. 


а Including food-processing industry. р ws в 
е Industry data refer to centrally planned industry. Total industry: 6.7 per cent in 


1971, 6.8 per cent in 1972 and 6.9 per cent in 1973. 


Г Sales. Gross industrial output in 1974 was 11.6 per cent. 
g Construction and assembly works. 


h Construction and assembly work on contract Базе. 
i Domestically distributed net material product. 


j Excluding Albania 
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Divergent trends in crop and livestock production had 
a direct bearing not only on over-all growth but also on 
production balances within agriculture. Apparently, the 
excellent results in plant production in 1973 allowed for 
increased domestic supplies of agricultural inputs, and 
in particular of feedstuffs, which helped to keep livestock 
production in all countries at a fairly high expansion rate 
in 1974. There were no indications of a widening gap 
between domestic supplies and increased demands for 
feedstuffs. Complaints were reported at the difficulties 
in buying abroad and at the high prices of feedstuffs on 
world markets. But it seems that the adverse effects were 
offset efficiently in the course of 1974 and that the long- 
term development programmes of livestock production 
would not be modified; herds were not permitted to 
decline. 


During the last months of 1974, some countries experi- 
enced increasing difficulties in supporting expansion in 
the livestock sector. Deficiencies in domestic supplies 
became more acute, particularly in Bulgaria.2, To what 
extent these structural imbalances will affect agricultural 
expansion in the other countries is an open issue. But 
the fact is that the acreage under fodder crops remained 
. about the same in 1973 as in 1970 in all countries other 
than Bulgaria and Romania. Explicit priority was given 
to fodder crops in Bulgaria, Czechoslovakia and Poland. 


The lagging of domestic production of feedstuffs and 
the increase in trade dependence were probably the main 
reason for the growing emphasis on self-sufficiency in 
agricultural production (or, at least, in livestock produc- 
tion) as a major policy objective in a number of countries. 
Some of them had already worked out long-term develop- 
ment programmes. In October 1974, Poland approved 
a long-term programme for the whole food sector. A 
common objective of these programmes was to increase 
domestic production to meet increasing domestic needs 
and to provide surpluses for export. In Czechoslovakia 
and the German Democratic Republic (net importers of 
agricultural produce), the increased targets should at least 
hold down expenditure on imported agricultural goods. 


In the Soviet Union, the decline in crop production 
has not initiated any modification in long-term develop- 
ment strategy. The grain output of 196.5 million tons 
(about 800 kg of grain per head), however, was the second 
best result ever recorded in the Soviet Union. Special 
attention has been given to the improvement of condi- 
tions for agricultural production; the land reclamation 
programme has high priority in agricultural investment 
programmes, In recent years, the share of agricultural 
investment has been very high at 27 per cent, which is 
another indicator of unchanged guidelines in agricultural 
development. In the short term, policy measures referring 
to the 1974 grain and sugar-beet harvests sought to redress 
organizational shortcomings and to raise operational 
efficiency. 


* The imbalances on fodder markets in this country were aggra- 
vated, first by a decline in crop production and supply and secondly 
by a one million increase in the number of pigs in 1974. The addi- 
tional quantities of imported feedstuffs from the other СМЕА 
countries helped to remove the acute shortages. 


As in the previous year, industry was a leading factor 
in the economic expansion during 1974. For the area 
as a whole, combined industrial gross output rose by 
8.5 per cent, half a percentage point higher than in 1973. 
Industrial growth accelerated in almost all countries. . 
Only Czechoslovakia and Bulgaria experienced lower 
growth rates than in the previous year, although the rates 
remained fairly high at 6.2 and 8.5 per cent respectively. 
(For detailed analysis, see section on Industry.) 


The strategy for industrial expansion was directed 
towards efforts to an increase in labour productivity 
rather than to increases in employment.? The limited 
supply of additional labour—related to demographic 
factors—and the more urgent need for labour in other 
sectors of the national economy called for such a policy 
choice in almost all countries (with the exception of Poland 
and Romania), the attitude towards industrial employment 
was characterized by restrictive policies. First, the targets 
for additional! industrial employment in a number of coun- 
tries were set below the levels attained in the previous 
year. The emphasis was on the more rational use of 
existing labour and on the introduction of labour-saving 
management policies in enterprises. In addition, concrete 
policy measures were undertaken to restrict and discour- 
age additional employment and frequently to penalize 
larger-than-planned increases. At the same time, in all 
countries an elaborated system of material incentives 
stimulated the introduction of labour-saving schemes. 
Some of them were approved and recommended for 
application on a national scale. Although in almost all 
countries industrial employment rose at rates exceeding 
plan targets, they remained below 1 per cent in Czecho- 
slovakia, the German Democratic Republic and Hungary, 
and below 1.5 per cent in the Soviet Union. Growth rates 
of about 2.5 per cent were registered in Bulgaria and 
Poland. Romania is for the time being the only country 
experiencing high rates of increase of mdustrial employ- 
ment. Nevertheless, in Romania in 1974, measures were 
taken to stimulate additional industrial employment of 
female labour. 


Growth rates of /абоиг productivity in industry remained 
relatively stable in all countries except Poland; in 1973 
and 1974 they ranged between 6 and 7 per cent with only 
a few exceptions. If compared on the basis of the four- 
year average for the period 1971-1974, the inter-country 
spread was even less at between 6 and 6.4 per cent. Close 
similarity of growth rates of labour productivity indicate 
that existing conditions do not allow for an acceleration. 
It seems that increases in labour productivity have reached 
an upper level in all countries (excluding Poland) owing 
to the present state of productive structures, technological 
development, capacity utilization, the availability of skilled 
labour, and management organization. Past experience 
has shown that a 7 per cent growth rate could be consid- 
ered a ceiling rate for most individual countries and for 
the area as a whole. Thus, inter-country differences in 
industrial expansion were largely determined by the avail- 
ability of labour resources. 

3 Labour productivity is to be understood as a synthetic indicator 


of contributions to industrial growth of all factors other than 
increases in labour force. 


ьч 


If the existence of upper limits for annual increases in 
labour employment (approximately 1.5 per cent on the 
average) and in labour productivity (about 7 per cent) is 
accepted the ceiling rate of industrial expansion for the 
area as a whole and for most countries might be estimated 
between 8.5 and 9 per cent. If assessed by these criteria, 
industrial expansion in the past year was close to the 
ceiling rate. 

The availability of material resources, particularly of 
raw materials, power and fuel, was another major concern 
of government policies. Measures aimed at preventing 
excessive stockpiling and at stimulating various energy 
and raw material saving programmes together with rein- 
forced controls were the most characteristic features of 
short-term policies. Long-term programmes were pre- 
pared in some countries; in others existing programmes 
were revised because of new developments on world 
markets. This was particularly the case for energy pro- 
duction and supply. Development programmes in all 
east European countries were directed primarily at the 
comprehensive exploitation of domestically available 
resources, and this led to a shift towards hard fuels, 
mainly lignite and brown coal. But, it is obvious that 
future needs cannot be met altogether by domestic supplies 
and that international co-operation in this field will have 
to be intensified. 


Future industrial expansion in the Soviet Union and, 
to a great extent, in east European countries will depend 
largely on the exploitation of the natural resources located 
in the regions east of the Urals. But this poses many 
problems with respect to production and transportation 
technologies and also to the availability of capital needed 
for direct investment and investment in infrastructure. 
The dimensions of these problems are such that they 
cannot be solved at the national level; instead, close 
co-operation within the whole area and with the rest of 
the world is required. International co-operation is needed 
not only in the field of investment but also in the field 
of research and the development of new technologies. 
In this regard, activity in international, multilateral and 
bilateral negotiations was particularly intensive in 1974. 
Co-operation among the CMEA countries in the field of 
five-year plans and long-term programmes contributed to 
the international and long-term orientation of these poli- 
cies in 1974. 

Institutional changes in management structures were in 
progress in almost all countries. There was a general 
trend towards organizational concentration and increased 
emphasis on large-scale production units. Enterprises 
have been reorganized and amalgamated. New basic 
production units took the form of production associa- 
tions, complexes and combines. Changes in the basic 
managerial framework were followed by changes in mana- 
gerial institutions at the middle and highest levels. In 
some countries, reorganization mainly concerned the 
middle level of management. New types of controlling 
and co-ordinating agencies on a branch and territorial 
basis were replacing the old administrative management 
units. This process was very intensive in the Soviet Union. 
In some other countries, such as Bulgaria and Romania, 
the ministerial level of management structures was at the 
centre of last year’s institutional changes. 
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_ Finally, the complex of policies aiming at accelerated 
introduction of technological innovation was related to 
the broad field of scientific research and the application 
of advanced technologies. This was a logical consequence 
of long-term development strategies, which were directed 
towards the improvement of qualitative aspects in all 
fields of production structures. It is likely that qualitative 
improvements could help to overcome the present limits 
to the increase of labour productivity. The size and 
increasingly complex character of these problems call for 
more sophisticated solutions and also provide a basis for 


the intensification of international co-operation in this 
field. 


(iii) Investment and investment policies 


In the course of 1974 investment expansion in most 
countries was closely associated with policies of consoli- 
dating economic growth. Stress was laid on the concen- 
tration of investment resources on priority projects, and 
on an increase of investment efficiency. This was also 
true for the countries that envisaged a speeding-up of 
over-all expansion in their annual plans. 


In 1974 the growth of fixed capital investment was 
between 7 and 9 per cent in Czechoslovakia, Hungary and 
the Soviet Union. In Czechoslovakia investment expan- 
sion was maintained at a high rate for the third year in 
succession; in the Soviet Union and Hungary, the 1974 
expansion represented a return to higher rates after a 
slow-down in two preceding years. The growth of invest- 
ment reached even higher rates, estimated at 15 to 18 per 
cent, in Romania and Poland. The 4 per cent growth 
of investment in the German Democratic Republic was 
lower than in 1973 but remained at its average growth 
rate for 1971-1973. After two years of high growth, 
investment in Bulgaria declined by 10 per cent in 1974 
(table 1.2). 

Investment concentration and efficiency were not new 
objectives. In previous years, and particularly in 1973, 
many measures were taken to improve investment per- 
formance. The available data on investment completions 
in 1973 and 1974 show a considerable improvement for 
most countries in comparison with the first two years of 
the current five-year plans. The proportion of completed 
investment projects to gross fixed capital investment was 
between 89 and 97 per cent in Czechoslovakia; Hungary 
and the Soviet Union indicating a notable improvement 
in comparison with preceding years. In 1974 the comple- 
tion ratios considerably improved in Romania and, espe- 
cially, in Bulgaria where the volume of investment comple- 
tions surpassed the volume of investments. In Poland, 
by contrast, where a high rate of investment growth 
continued, the completion ratio probably remained below 
80 per cent. To improve the situation further all countries 
introduced additional measures in 1974. 


Several criteria have been indicated for selecting priority 
investment projects. For more than a decade, the rapid 
introduction of advanced technologies has been the key 
element in the growth strategy of the centrally planned 
economies. Priority was given to so-called ‘intensive’ 
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TABLE 1.2 
Gross fixed capital formation and completed investment projects 
Gross fixed capital formation Completed investment projects 
Value in billions As а percentage Value in billions AS а percentage 
of national Annual percentage of net material of national of gross fixed 
currency units changes product currency units capital formation 

Bulgaria 
ТО-ТО ee ent ey пи = 391 12.5 35.9 2.7 87.4 
ее Е Sey, cine ct “Oru жи ase 3.6 7 34.2 2.7 74.7 
о о аа, 4.0 9.3. 35.0 3:2 79.9 
С Е о Ри 4.2 6.8 34.8 3.4 78.0 
а В а athe ae Bs bss = a a 
OSError eee ol. Var ede ees 4.6 8.8 35.4 4.5 96.7 
АО о р come, Я 4.9 6.5 31.9 ет ке. 
Е ею Не prude que ая 4.1 6.6 34.8 3.5 82.3 
ПЕС Del OWS oes И econo Wes son gon re ee, с. 4 6.4 ВАЙ 

Czechoslovakia 
О-о И 22 В 71.8 Ор 
TOV TAQ cree р ОВ 93.5 5.7 81.7 86.9 93.0 
ТО, Ия, sa, Take ое ен 101.6 8.7 82.5 93.0 91.5 
а te ret cee en et ас 111.0 9:2 Е 107.5 96.9 
РАО и ли 123.1 10.9 35.6 ae 53 
О ое Е, 120.6 Sue 34.8 112.4* 92.5+* 
PlanulO]Sieas В Пос ес сре Pes = Ee Be 5. 
CVA ео Se Cee аи Зо 106.8* 8.0 SR BS 100.0* 93.5* 
Plane С Si eee ae В 104.5* 5.6* 32.0* 

German Democratic Republic 
TO GG=197 Oe ое и Иа 272 9.9 PAT 
И Ae Nees mont о с 33.0 0.6 29.0 
о ce ts oh ek te ee 34.3 3.9 28.6 
о И Не mae 37.0 8.5 Zoe) 
Plane loa ве oot eke hk eed oe 392 5.4 29.5 
О о 2 38.6 4.3 28.6 
Ра 9] Sa. eee РА ees 40.3 4.4 28.5 
OPM LOT Ae Meter, о Ро. aes 35.8 4.2 28.8 
Plait Oi, Siete: chose Lee tee Fh ae 34.9 Dales 28.0 

Нипрагу 
О в sp cd ae Я = 76.2 11.3 32.9 67.7 88.9 
И ats meee ое О et cidal>- oa ec teas 104.3 11.6 Я 91.8 88.0 
а ет 102.9 —1.3 35.4 98.5 95.7 
О а. Пе Aen aes 107.0 4.0 34.3 104.5 97.7 
Я ое on ee ts 114* 6-7 а 34.8* : 
{OTA PR ere Pre а ae) ae 116* 8.0 34.7* 103 88.8 
Planrd Е ca eeu ee ie eee К. 122* 5-6 4 S40" = 
LO TISIO TAR а tee Cee НЕ 107.6* es 35:5 SONS: 92.5 
ТЕ О Sie cut eee ee ee ee 108-110* 5.0* 35.5 ЗЕ 

Poland 
1966-е а — eves eee 200.4 8.1 28.0 169.4 93.7 
1971 ме ОВ 245.3 Я 28.7 214.3 87.4 
о ЕВ, 303.5 23.7 32.2 263.0 86.6 
(es UR Aiea sie Leds re 372.8 25.0 36.1 304.0 76.9 
О ие ни 416.2 9.7 36.1 | 
вы т 15* 6 38% 5 80* 5 
Plan 19] Stee eee ее 497.3 
О Ne ie ete Пе a 
PlanklS 709 7 Semel Car eat re ane сд 291.0 29.9 

Romania 
ОО Oras ote eee nce ee 66.2 9.1 35.8 56.1 89.1 
мк 88.4 10.4 37.0 73.7 89.2 
ype cee Aes oe 97.5 10.3 37.1 772 84.1 
(oy Eo ea С re 105.7 8.3 36.2 85.8 86.4 
О и 121.0* 14.5 36.2* a 
(OE: og one pene 125.0 3 re и 
аа о ee 142.7 ie ae 99.6 91.5 < 
LOTS Aes ses oe И о а 104.1 9.1 37.0 
Plano | O Seen es on 109.0 10.5 36.7 


Value in billions 
of national 
currency units 


Annual percentage 
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Gross fixed capital formation 


Completed investment projects 


Value in billions 
of national 
currency units 


As a percentage 
of net material 
product 


As a percentage 
of gross fixed 


changes capital formation 


Я А А eee В ты 


Soviet Union 


1966-1970 70.8 
1971 88.0 
1972 94.3 
1973 98.6 
Plan 1974 104.2 
1974 =, 105.7 
Plan 1975 113.0 
1971-1974 RO 


Plan 1971-1975 , 


Sources: National statistical yearbooks; CMEA, Statistical Yearbook; plans and 
plan-fulfilment reports. 


NOTE. Unless otherwise stated, all value data in this table are at constant prices. 
Price bases are as : follows: Bulgaria—1962; Czechoslovakia—! January 1967; 
oot alia a Republic—1967; Hungary—1968; Poland—1971; Soviet 

nion— A 


The amounts in national currency units are annual averages, 


factors of growth (labour productivity, modern techno- 
logy, improved management). Increasing labour short- 
ages, lack of readily available natural resources, difficulties 
in supplies of raw materials, fuel and power, the need for 
rapid replacement of obsolete equipment and technologies 
were of paramount importance in the application of the 
criteria of advanced technology. In all national plans, 
and investment plans in particular, projects embodying 
advanced technology or helping to spread it were given 
top priority. However, the wide scope of its application 
did not make such investment policies selective enough. 
Additional criteria were necessary to make advanced 
technology a selective criterion at the operational level. 
Among them, a specific role is given to the criteria for a 
policy choice between new investments and the reconstruc- 
tion of existing capacities. 


For a long time, priority was given to new investment 
projects, but recently stress has been put more and more 
on the modernization and reconstruction of existing capa- 
cities. Already in 1973, the annual plans of some countries 
provided for a floor for investment expenses on reconstruc- 
tion. In 1974 there was further emphasis on moderniza- 
tion. Moreover, in most countries many special govern- 
ment decisions were taken to modernize specific industries 
or sectors. 


Another aspect of consolidation policies has been the 
redressing of imbalances and the elimination of bottlenecks. 
Frequently, imbalances were reported in the supplies of 
raw materials and energy. The majority of the investment 
starts in east European countries in 1974 were precisely 
in this field (power, metallurgy, chemicals). They will 
alleviate strains in the markets for basic, intermediate 
and capital goods for some time. As mentioned earlier, 


7.6 28.5 64.9 91.7 
Ie 292 82.7 93.5 
И 30.1 85.4 90.6 
4.6 28.8 94.4 95:7 
5.5 28.8 a Ne 
7.0 29.4 98.1 92.9 
7.0 oe Ses i 
6.5 Ae 90.2 93.3 
6.8 


When the range of values is given, the arithmetic mean is taken for the calculation 
of investment ratios. The data for 1974 are preliminary. 


@ State and co-operative sector. 
b Roughly indicative estimates. 


‚С State investment, for which information in 1973 was the following: 77.5 billion 
lei, or 81.5 per cent. 


it appeared that no east European country could rely on 
domestically available resources even for maintaining 
existing rates of development. Investment policies directed 
towards national self-sufficiency might be implemented 
only in a few sectors. Recent developments on world 
markets have shown that traditional methods of buying 
abroad do not any more provide the security of supplies 
of material inputs needed for sustained growth. Many 
facts have indicated that the entire complex of develop- 
ment strategy, including the institutional framework for 
its implementation, will have to undergo considerable 
changes with reference to shifts in priorities, methods of 
allocating resources, and in the organization of investment 
processes. This became particularly clear towards the 
end of 1974 and the beginning of this year. 


The Soviet Union is different as far as the availability 
of natural resources is concerned. Nevertheless, the bulk 
of them are located in areas where conditions for exploita- 
tion require new technologies and, apart from direct 
investment, also an enormous investment in infrastructure 
(railroads, transmission lines, pipelines, port facilities, 
residential construction). The priorities given to these 
investment projects may also lead to a shift in the invest- 
ment pattern which, in turn, may generate imbalances in 
other sectors and regions. Conflicts in priorities may thus 
become acute. The scope and the size of the problem 
have outgrown national frontiers, even in the case of the 
Soviet Union, and have required new investment schemes 
with an increasingly international dimension. 


Progress in the internationalization of investment рой- 
cies started initially in the late 1960s. In 1971, the Complex 
Programme approved by the CMEA countries provided 
for a new institutional framework for the further develop- 
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ment of economic relations within the CMEA area. The 
intensive activity in the field of co-operation, specialization 
and joint investments in 1974 was undoubtedly favoured 
by the existence of such a framework. Also, initiatives 
for innovating the institutional setting for economic rela- 
tions with the market economies were increasing.* 


(iv) Consumption, incomes and retail prices 


Statistical data are not available for the changes in 
domestically distributed net material product in 1974. 
Data in table 1.3 pertain to the previous years. They 
indicate that changes in aggregate consumption (and also 
in personal consumption) were roughly in line with the 
changes in the net material product. It seems that the 
same relationship was maintained in 1974. 

The high degree of homogeneity of global objectives 
and of priorities in development strategies of all countries 
in the area led to a relatively narrow range of inter-country 
differences in the distribution pattern. The share of 
aggregate consumption in all countries, other than Poland 
and Romania, was between 70 and 80 per cent. In Poland 
and Romania, it was about two-thirds of the national 
income (5ее text-table). 


Percentage share of aggregate consumption in national income 


(National income = 100) 


1966-1970 1971 1972 1973 
ПИ ооо ой С VBL 74.0 74.7 
Czechoslovakia .... 77.2 74.6 74.4 73.4 
German Democratic 
INGE 6 5s 78.4 Tie 77.9 77.9 
ТА с оо особе 76.5 72.1 77.3 78.3 
о ace: : 12.3 70.6 68.3 65.4 
Soviet Unton see 72.0 rill WS 71.0 


Source; National statistics. 


Economic stability was maintained and market equi- 
libria wereimproved. (For detailed analysis, see the section 
on Consumers’ Incomes and Supplies.) This required 
numerous measures covering all aspects of this broad 
aggregate, such as incomes and wages, various forms of 
transfer payments, the prices of consumer goods, retail 
trade, and the production of consumer goods. 


By and large, incomes of the population were under 
efficient control. Income increases were kept within the 


4 Рог a review of developments in east-west commercial policies 
for the period from 1968 to 1973, see Economic Bulletin for Europe, 
vol. 25. 


5 Romanian statistics do not regularly provide data on the dis- 
tribution of national income. In the current Five-year Plan, the 
consumption-national income ratio was laid down at 68 to 70 per 
cent. See Fundamental problems of development of advanced socialist 
society (in Romanian), 1972, p. 145. The acceleration of economic 
expansion in relation to the planned pace probably reduced the 
share of aggregate consumption. The Five-year Plan for 1976-1980 
provides for a 66-67 per cent consumption share in the national 
income. 


Plan targets, which allowed for the maintenance of global - 
balance between incomes and expenditures. However, 
higher-than-planned employment created additional pur- 
chasing power which, on markets short in supplies, 
generated more intensive strains. 


In almost all countries, comprehensive wage increases 
scheduled for several years were applied to new groups 
of workers in 1974. In wage and income policies in 1974 
two opposing tendencies were evident. In the first place, 
wages were more closely linked to productivity, to 
improved quality, and to the more rational use of basic 
materials and energy. Individual and collective piece- 
work pay were promoted and material stimulation in the 
form of bonuses and premiums was extended. These 
measures led to larger income differentials. On the other 
hand, in 1974 many measures came into practice aiming 
at reducing income differential among the workers. (In 
Romania and Hungary, new legal provisions coming into 
force from the beginning of the current year narrowed 
the spread ratio between highest and lowest pay.) Equal- 
ization of farmers’ incomes in State and co-operative 
farms was established as a policy objective in Bulgaria 
and Romania. In other countries, such as Czechoslovakia 
and Hungary, new agricultural taxes were introduced 
from 1 January 1975 with a view to reducing income 
differentials. In Poland, a single tax on excess property 
values was introduced at the beginning of this year. 


Stability of retail prices was a generally accepted policy 
objective. In countries other than Hungary, Poland and 
Romania, there was practically no change in the retail 
price indexes in relation to 1973. In Hungary, Poland 
and Romania, price indexes rose but largely remained 
within the planned adjustments. In many cases, price 
increases in basic consumer goods (including fuel) were 
offset by increases in personal incomes. 


In some countries, increased wholesale prices for indus- 
trial and agricultural products widened the gap between 
wholesale and retail prices. Retail prices have occasionally 
remained even below production costs for some goods. 
Increased budget subsidies were reported in Hungary and 
Poland. Price policies have varied from country to 
country due to their retail price structures and the way 
they are linked with producer prices. In Romania, a new 
programme of retail price adjustment came into force 
with the objective of eliminating budget subsidies over a 
period of two years. 


On the supply side, retail trade in all countries in 1974 
expanded at accelerated rates in relation to 1973. On the 
income side, the rise in money incomes showed a de- 
celerating tendency in relating to 1973, except in Hungary. 
These trends in retail trade and money incomes contri- 
buted to the improvement of market equilibria. But some 
Shortages of consumer goods persisted. Short supplies 
of fruit and vegetables were reported in some countries. 
Strains on the meat market were not removed in all 
countries. As for the supply of industrial goods, reference 
was frequently made to shortages of furniture and of 
some household appliances. Special programmes for the 
modernization of light industry and the improvement of 
the quality and assortment of consumer goods were 
initiated in the Soviet Union and Czechoslovakia. 


ees 


see TABLE 1.3 
Changes in domestically distributed net material product by major components 


(Annual percentage changes) а 


ЕН О ИО EE EES (ik De БО ЧАТА 


Net capital formation 


Net material product Consumption Net fixed Changes 
Country ie period Produced Distributed ‘Tela. WP asthe) боны. Total Pied fale Pia? 
2 3 4 5 6 7 8 9 
Е и к 
Bulgaria В 
РО О АС wer и 8.7 8.3 ТА 6.7 11.3 10.6 
Ee Е аз а il 1.6 7.4 6.3 30.2 — 
1972 р 11.5 
аа АА 8 9.9 6.4 6 14.3 21 
о а 8 8.9 6.7 6.7 4.3 16 
о ot tea ete ee 10 о a 8 
Oar eee te ee тет, Ws 9 7.8 12.2 na 
Czechoslovakia 
о а ee tee 6.9 6.9 5 5.4 5.8 13.7 57 
ОА ПИ Sf a4 6.2 5 10 =15 73 188 
ее NS Ab acs ос eS 6 5.6 5.2 4.9 6 4.2 5.9 10.5 
Ония Я Ко ie ee 5.3 7.8 5.9 5,9 8.1 14.3 23.8 —9.2 
И Pla ая оо 5.2 i a 55 ря 
LSA CER CMV ES aint oA oes x 5.2 ee ee 6 5.6 , 
Па Е ete ce Sc 5.6 4.4 3 ie 
German Democratic Republic 
По а eco ae esl. 52 5.8 4.7 4.4 7.4 9.9 11.8 te 
Е Г eters, Tee ls fae. 4.5 3.2 4.9 4.2 10.1 —2 —3.5 6 
1D БТ, оО ОИ 5.7 5.3 6.3 5.9 8.7 2.1 2.8 —1.5 
HOT И В аа 5:5 6.1 6.3 6.2 7.1 4.2 9.2 —7.4 
Hungary © 
1966-1970 в ees es 6.8 7.4 6.4 6 8.3 11.6 14.5 2.8 
7 ee a ee в 6.5 12 6.1 5.6 10.2 27 2.4 126.2 
ПЕР 8S eee ee 5.1 —3.8 3.1 SES) 0.5 —21.7 7.6 —75.3 
а ae es 3.1 4.5 4.6 35 —1.3 
NOPANPIAT MESS а 5 5-6 5.2-5.6 a a 7-8 
ПО et ores ety 8S 3 7 13 a axe a 33 
MOF Е wae eal ay, crisis. 3. cn) И 5-5.5 3-3.5 4 ‘ — 
Poland 
196621970" ee eee 6 5.7 55 о 8.5 6.5 9.2 —0.1 
О ое ан 8.1 9.9 77 7 11.6 15.5 10.6 33.1 
а аа Фа 10.2 12.8 9.1 8.8 10.9 21.6 РИ 4 
А о о a ats 11.6 15.9 10.9 И) 9 26.7 21.3 24.5 
Oye Eth о ен ое 9.5 9.3 8.5 8.7 7.6 9.3 12.6 м 
Па о И ars 7 9.8 [5 8.2 ne Е Ss Ae 
Soviet Union © 
19G66=19)/ Om cea ре el 8.5 We 7 8.7 10.9 12.9 8.2 
Е ое ВО о oe sot 5.6 5.1 Sys) 5.6 Thi 3.4 5.1 1 
NOs aie roan) Vortec ee fuses Ze 3.9 3.5 5.8 55) 8.3 —2.1 2.8 —10 
о п т, 9 TW 533 4.7 9.1 13.5 8.9 21.9 
ОР wean лики At 6.5 ey о и ie ae oe 
ТР д ae ae Port oe es Ae 5 то ie 6.3 
1975: Plan oo ры СВЕ у 6.5 as is 5 


collective needs of the community as a whole; such as general government, science, 


Sources: National statistics, plans and plan-fulfilment reports. : 2 nity as a W eral gov 
financial, insurance and credit institutions, and other institutions of the non- 


м oe cape У а 7? material sphere. See Studies in Methods, Basic Principles of the System of Balances 
b Data for consumption of the population i.e, they и регзопа! lei ae of the National Economy, United Nations, 1971, Series F, No. 17, p. 55. 
of material goods and the consumption of material goods by institutions provi ing ; Е 
cultural Services and social welfare services to the public. Data for social consump- _ © At current prices except data for net material product (produced). National 
income distributed at constant prices: 7.1 per cent in 1966-1970, 5.7 per cent in 


i i i s by institutions meeting the 4 
tion refer only to the consumption of material goods by ion sort 1 bee weit 1A, 1078, 0-1 per eau 197 
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(у) Foreign trade 


As mentioned above, the area’s trade slowed down in 
relation to 1973. But trends were different in intra- 
CMEA trade and in trade with market economies. The 
former expanded at an estimated 11 per cent, which was 
slightly above the 1973 growth rate. Prices in mutual 
trade remained stable due to the CMEA practice of setting 
contractual prices. Increases in exports and imports in 
value terms have been estimated at 12 per cent. By 
contrast, there was a deceleration in the trade volume 
with the market economies. In value terms, however, 
this trade grew at very high rates due to price increases. 
In general, the trade with market economies produced a 
slackening in the growth of over-all trade and by implica- 
tion in the over-all expansion. This was not the case in 
1973, when trade with market economies contributed 
favourably to over-all economic growth. It seems that 
the terms of trade deteriorated in almost all east European 
countries and that trade deficits with developed market 
economies increased; the aggregate deficit rose from 
$2 billion in 1973 to $2.6 billion in 1974 (for nine months). 
Poland’s share accounted for almost 50 per cent of the 
total deficit in both years. 


All countries of the area in 1974 pursued policies of 
stable domestic producer prices in order to protect 
domestic cost structures against developments in market 
economies. To ease the pressure on costs, exchange rates 
were revalued. The scope and scale of higher foreign 
trade prices required more controls and considerably more 
financial resources than in the previous year. Data are 
not available, but the statements made by high political 
and administrative officials in almost all countries in the 
course of 1974 support this assessment.® 


It should be noted that domestic producer prices 
remained stable or increased by the amounts envisaged 
in the national plans. Prices rose only in trade trans- 


S It has been reported that in Hungary the 1974 budget allocations 
for increased prices of imported goods amounted to approximately 
23 billion forints or 9 per cent of total budgetary expenditures. See 
Marketing in Hungary, 1975, No. 1, p. 9. 


actions with market economies, which was somewhat 
below 50 per cent of total trade in value terms in 1974. 
(It had been about 45 per cent of total trade in the 
previous year.) In 1975, however, new contractual prices 
in intra~CMEA trade are likely to be introduced.’ It is 
difficult to estimate the aggregate effect of both changes 
in foreign trade prices on domestic price structures. But 
to continue with policies of stable domestic producer 
prices might require an excessive amount of financial 
resources and also might produce adverse effects by 
widening the gap between domestic and foreign trade 
prices in all trade transactions. Hungary has started a 
price adjustment process by increasing industrial producer 
prices on average by 8 per cent from | January 1975. 

The trade of the Soviet Union with market economies 
in 1974 developed in a different way with regard both to 
the terms of trade and the trade balance. The commodity 
structure of Soviet exports and imports and related price 
trends led to an improvement in the country’s terms of 
trade. For the first nine months of 1974 the Soviet Union 
had a trade surplus of $1.1 billion. Therefore, the linking 
of foreign trade price structures and domestic prices was 
probably carried through without considerable realloca- 
tion of financial resources. 

The beginning of 1975 was marked by new events in 
the field of co-operation within the CMEA area. Amended 
principles for setting contractual prices in шна-СМЕА 
trade were recommended for application. It seems that 
previous policies of protecting domestic structures from 
adverse developments on world markets are to be revised. 
The alternative to such policies, if the main development 
objectives are to be maintained, are not many. Policies 
of expanding economic relationships with the rest of the © 
world as a component of global development strategy may 
require new approaches to the methods of linking domestic 
markets with international economic developments in 
coming years. In all probability, the emphasis will be 
on policies of adapting domestic structures and a more 
elaborated institutional framework may be required. The 
favourable political climate may facilitate and speed up 
the period of transition. 


7 “Socialist integration in action’”’, Pravda, 24 January 1975. 
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2. PRODUCTION TRENDS 


(i) Agriculture 


_ In 1974, most of the countries of eastern Europe 
increased their agricultural production at rates lower than 
in the exceptionally good year 1973. The more ambitious 
annual plan targets could not always be met. Good over- 
all results were obtained in Czechoslovakia, Poland and 
Hungary. In the German Democratic Republic, agricul- 
ture expanded at the highest rate and recovered from the 
modest 1973 performance (see table 2.2). On the other 
hand, in Bulgaria and Romania, agricultural production 
stagnated for the second year in succession. 


In the Soviet Union, gross agricultural production 
declined in 1974 by 3.7 per cent relative to the record 
level achieved in 1973. 


Gross agricultural production in the Soviet Union, 1966-1975 


(Billions of roubles at constant 1965 prices and percentages) 


Gross Annual rate 


production of change 

966-197 Olaverape-. 2 =. tebe. . . eee 80.5 4.06 
TOU Г. eR le RL 87.9 11 
OGL. в а т Вых 84.3 —4.1 
HOWE Sug” Se ney kink И, ан нь 97.9 16.1 
ПЕНУ оо 94.3 —3.7 
OVS lay о eee wee eee ss Bee 100.0 6* 
ЕО TAL. eee Е fe’) 5: 91.1 2 

O38 34,5 


1971-1975 average 
oe a ee 


Sources: Statistical Yearbook of the USSR in 1973, pp. 342-343; plans and plan- 
fulfilment reports. 
a Estimates based on actual data for 1971-1974 and on the 1975 plan target. 


b Five-year averages over five-year averages. 


Since 1971, the volume of gross agricultural output 
has been constantly higher than the average output of 
the 1966-1970 quinquennium. There were, however, con- 
siderable fluctuations with a drop in 1972 and again in 
1974. Thus the average volume of output achieved in the 
first four years of the current five-year plan amounted 
to 91 billion roubles, which exceeded the 1966-1970 aver- 
age by 13 per cent, but remained below the five-year plan 
provision. Since 1965, the level of agricultural output 
has been the centre of considerable attention in the Soviet 
Union. This situation persisted in 1974, when general 
agricultural trends were assessed as “lagging behind the 
ever-growing needs of the Soviet society’’.® 


8 Statement by L. I. Brezhnev, Pravda, 16 March 1974. 


т 


The policy directed at raising the level of agricultural 
production has led, among other things, to a systematic 
search for more agricultural land in the Soviet Union. 
Agricultural land amounts to 550 million hectares, of 
which only about 225 million hectares, or one half, is 
arable land.® By contrast, in east European countries, 
the share of arable land in total agricultural land is con- 
siderably higher, as is shown in table 2.1. In 1973, the 
share of arable land in total agricultural land in eastern 
Europe varied between 65 per cent in Romania and 77 per 
cent in Poland. Moreover, soil conditions in the Soviet 
Union are far from optimal. There are large areas of 
marsh lands in the north and vast arid zones in the south, 
which leave considerable scope for land improvement. 
In 1973, the share of improved land (drained and irrigated) 
in total arable land in the Soviet Union was 11 per cent. 
In eastern Europe, the share of drained or irrigated land 
in total arable land varied between 25 per cent in Poland 
and Bulgaria, and 6 per cent in Hungary. 


Land reclamation requires, of course, considerable 
capital outlays. It has been estimated that under present 
conditions it costs over 3,000 roubles to drain a hectare 
of land or 5,000-6,000 roubles to irrigate it. In spite of 
the high costs, land reclamation operations are constantly 
expanding in the Soviet Union. In 1974 over 900 thousand 
hectares were to be reclaimed, and about 9 million 
hectares of pasture land were to be provided with water. 
Increased targets are provided for in the 1975 Plan. This 
will bring the total area drained to 4.5 million hectares 
and the total area irrigated between 1971-1975 to 3.7 mil- 
lion hectares under the current Five-year Plan. 


A major land reclamation project was launched in 1974 
as a part of the development programme of the non-black 
earth zone of the Russian ЗЕЗК. The whole area has 
52 million hectares of agricultural land of which 32 million 
hectares are arable land. In order to use to the full 
extent the considerable natural resources of the zone, it 
has been decided to increase the rate of development of 
agriculture by implementing wide-scale land improvement, 
intensive use of chemicals, and the application of advanced 
production methods. This plan intends to raise consi- 
derably the production of grain in the zone both by 


9 The share of arable land in agricultural land varies considerably 
by republic: , 


Per cent 
ВОО, oc a eintears ene Menem ne mer te tata) aes 60 
и. и G Gkac. so ane OG 81 
Byelorussian’ о Вы sa) ete ее one 62 
Бека ef OS Becta node 6 Geo о 14 
Кора В a eR Sa 6 a oh = 


Turkmenian SSR 
10 Pravda, 3 April 1974. 
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TABLE 2.1 
Distribution of agricultural land 
(Thousand hectares) 


5 у 
Land reclamation 


i Ата! А de of which: Irrigated Drained 
Country and period oo eae ae ae wheat land land 
HH 2 3. 4 5 6 7 
Bulgaria 
LOC Pee ra oe ee eee ee en, sn ye ee Se 5 793 4162 2402 1145 913 
А о о О Oe Е Behe Oe ПВ 6010 4 142 2219 1014 1001 
tA Is gees yet be nae we ды д. eA pele a 6 009 4132 2 324 1013 1020 
ее И, Е rethokeues 6 022 4128 2283 961 1049 
т а Gee ea ae аа: 6017 4128 2 167 933 
Czechoslovakia b b 
Е Serres erie ame CUS: аи ET 7 160 5 072 2 590 826 33.9 31.8 
1D TOS с ев ee ere ee ee eee ee oe 7093 4998 2 670 1081 16.9 35.9 
BA can sei MS gn PN te ace ile Ban clove Е 7077 4989 2724 1 103 22.4 40.6 
По ee Oe 7071 4980 2793 197 9.1 54.7 
UH ED О ЗА Abt И ce RS 7060 4967 2816 1235 239 70.4 
German Democratic Republic b b 
о Е mina mao ey ee 6 358 4718 2405 491 РЕЗ 40.6 
о пасе осо, о и ee ttt 6 286 4 618 2342 598 63.0 88.4 
NE a seers See ey ae es и И аи 6 287 4 622 2400 633 52.4 114.6 
м On Dh с а и ae 6 291 4 639 2409 690 61.7 112.5 
Оо р ty ee Re eee р ие мае 6 287 4 634 2453 696 672 107.4 
OTA о Е С ee 6 291 4 663 2520 701 69.0* 90.0* 
Hungary 
ос Е aoa, So SOS Ie Pele Scie ee 6 954 5 233 3 329 1126 100.0 
CHIU et Rtaar vo neat 3 eh ene Е ie gure cf 6 875 5 189 3 108 Е 108.7 
в сы 6855 5 181 3.231 1273 204.9 
О И ви ee eee owes Caen? 6 847 5175; 3 320 ПЕНИЯ 266.9 
о О а И ие Сай 6835 > 274 3 306 1 294 310.5 
Е ie st О Lee. 1 300 308.0 
Poland 
LOG Siew peti eats о О hy en As ae и 19 637 15 196 8 809 1617 307 2732 
DOr ea ee ее Ни 19 543 15 088 8 631 1985 425 2948 
а rc OE Pete eee, Sn о 19 508 14980 8 709 2 060 460 3 062 
EID PTA to О en Satna о A ae AO с 19 371 14 843 8717 2048 478 3 141 
а CAML choy ee Sia eg ee ream Dear tee ant be 19 326 14 800 8458 1962 482 3 249 
Romania 
Оба о Glen. oe ae cee ae 14791 9814 6 767 3086 223 
а и Пос eee сада ee ee 14930 9 733 5901 2366 665 
а р о Mg 14935 9 728 6 167 2549 787 
ри Re РЕ и 14 943 9 713 6 238 2565 960 
т Е Рае .. 14904 9 658 5 793 2392 1110 
оу. у т ae ых ae : 1400 282 
LOPS Planner sear ee PCN. к о By eee at: 9727 ac af 1500 
Eastern Europe < 
бо оон .. 60693 44 195 26 302 8 291 
AY Rea eae ae oe ERE ee eo co te 60 737 43 768 24 931 8 318 
ое Oo eee re eee 60 671 43 632 25555 8 631 
а She с oe! 60 545 43 478 25 760 8 778 
р ок К ® о - 60420 43 361 24 993 8512 
Soviet Union 
бо м № ео и 5421328 230 035 128 024 70 205 9812 10 600 
о. oe ui ey о Л ев ЭДО 226 648 119 261 65 230 10891 10 214 
ее SO oe Goo ph Ge 6 545905 226 552 117 937 64 035 11 270 10 875 
к Ао о, ео ako 0547760 226 507 120 158 58 492 11 774 11427 


LOT Sipe eerie ta. аа ipa ey ee о mic Lomi ое. 9501100 2243004 126738 63 155 12 533 12 114 


| 


дыма. 


И TABLE 2.1 (continued) 


= ic a A ta 


Land reclamation 
Country oe period Cee rhage в. я и реа ыы . 
3 4 $ 6 7 

Byelorussian SSR d 

96S ee 

nie ие В О 9 863 6 316 2 890 187 — 1291 

ent Va a 9813 6173 2505 442 — 175 

i ee eect bare ig 9 800 6 200 2537 430 — 1868 

с ре ne 9 800 6 100 2 659 349 — 1994 

о о с. ИТ. 2621 308 — 2091 

Ukrainian SSR 

oe eRe Sen UN ays: Set ea ee me 42702 34 140 16 495 7 839 503 1278 

о. 42 356 34 116 15518 6030 923 1594 

о. 42 300 34 100 15 503 7357 1011 1667 

я ро Ааа ОБИ БО мии 42812 34 256 15 288 5221 1096 1751 

о се С: 42 794 34 239 16 648 8 363 1195 1 835 

Soviet Union and eastern Europe < 

LOGE. 5 в. ето Aly A an ir 603 521 274 230 154 326 78 496 

ey) arn TE ake es а нь, 606 515 270 416 144 192 73 548 

о и as Bee we 696 576 270 184 143 492 72 666 

Поле et eer Meee so И 608 311 269 985 145 918 67 270 

UOT Stee. ce GER: о Заем ао Ве 610 529 15073] 71 667 


а Cereals and pulses. 
5 New land irrigated or drained each year. 


increasing the yields of grain crops and by expanding the 
area sown. Large specialized farms are to be established 
for potato and vegetable cultivation. Increases in the 
productivity of natural fodder land and the extension of 
sown areas under pulse crops and perennial grasses are 
also planned for. Finally, meat and milk production are 
expected to be reorganized on an industrial basis. Land 
reclamation is to be a very important feature of the pro- 
gramme since large areas of the region are not very fertile. 
A certain amount of land reclamation has been carried 
out already in the area in recent years. The soil has been 
drained and treated with lime on an area covering several 
million hectares. The use of fertilizers has increased 
already quite considerably. Good results were obtained 
in the region, particularly in the Moscow oblast. However, 
the great potential of the zone has yet to be fully utilized. 


The development programme of the non-black-earth 
zone calls for implementation between 1976 and 1990. 
The next Five-year Plan (1976-1980) schedules a total 
investment of 35,000 million roubles in the non-black- 
earth zone. During the same period the zone should get 
priority supplies of 120 million tons of fertilizers, and 
380 thousand tractors and other equipment are expected 
to be allocated to the project. Furthermore, a total area 
of 9-10 million hectares is scheduled to be drained. 


с Excluding Albania. 
d Excluding fallow. 


The construction of a great number of stockbreeding 
complexes is envisaged. A major programme for the 
transformation of villages and hamlets into well-appointed 
settlements of collective and State farms has been pre- 
pared. The programme also provides for the construction 
of more than 25,000 kilometres of hard surface roads in 
the development area. 

Under the current Five-year Plan (1971-1975) a specific 
feature of land reclamation has been the creation of large 
irrigated areas destined for grain-production. Several 
such pilot projects have been under way, e.g. in the Volga 
region, along the 122 kilometres long Saratov canal. Four 
highly mechanized State farms have been established in 
this area. Other similar projects are located on the 
Stavropol canal and on the Volga-Ural canal, which is 
under construction. 

Total investment outlays in Soviet agriculture amounted 
to 28.4 billion roubles in 1974, an increase of 8.8 per cent 
in comparison with the previous year. State investment 
amounted to 18.4 billion roubles and investment by 
collective farms to 10 billion roubles. About 5.8 million 
roubles, or 20 per cent of total investment, was spent on 
land reclamation—on melioration and irrigation works 
[п comparison with 1973, investment for land reclamation 
increased by 11 per cent. 
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TABLE 2.2 
_ Gross agricultural output 
—_— д 
Annual percentage change Indices of output Percentage share . 
of output а change of output 
Country and period Total Crop Animal Total Crop Animal Crop Animal 
1 2 3 4 4) 6 7 8 9 


eae i кое к к ee ee ee Ee = eee 


Bulgaria 
196621970'S on is oe A - 4.8 4.8 4.8 100.0 100.0 100.0 65.0 35.0 
он 53 1.9 —0.3 6.1 105.1 101.6 118.8 63.3 36.7 
и hae vette ce es SR 5.6 8.5 1.4 110.9 110.2 11355 64.8 35,2 
О ни et os 0.7 —0.8 3.0 УВЕ, 109.3 116.7 64.2 35.8 
Ра. с. 5 о Se Calls NG oP a Be 
OT AM eaten te ek ини —1.9 —6.9 57 109.6 101.8 123.3 61.2 38.8 
Ра о. о. с; 9:3 Me 1% 8 о Sc ae ck 
PlanwO7t-1975 По 3.2=83:7 oe a 117-120 

Czechoslovakia 
1966: 1970. о on cis Res 35 3.4 BHT, 100.0 100.0 100.0 47.5 525 
LSA i Seat Jeep а р СТК 82 2.8 3.5 108.2 102.8 113.0 45.2 54.8 
2a erin eee tr рии о 3.9 3.6 4.1 112.4 106.6 i 45.1 54.9 
NOT BAe Aakash ae op Ee 4.7 6.3 3.3 И, 1133 1285 45.8 54.0 
ао A came aces 3.3 eae Read = а = 46.9 Е 
ие 3.0 3.0 31 121.2 116.7 125.3 44.8 55.2 
PlanklO7 Sane eee sisi ee ce 3.3 4.2 2.5 se a ae 45.2 54.8 
Planel971 219/75 meaner 22) 3.4 2.0 1145 1185 1105 

German Democratic Republic 
1966-1097 0. 1.9 0.4 3.1 100.0 100.0 100.0 45.4 54.6 
О и, еее 0.4 —4.8 4.5 100.5 93.6 106.3 42.3 Side 
ODEN Ser nce Se aS 10.2 16.9 5.3 110.8 109.5 111.9 44.9 55: 
о cy beens 1.0 —2.8 4.1 112.0 106.5 116.5 43.2 56.8 
PlanglS'/4 о 6.8 Е ie re 8 ts нс a 
ROTA Meme ane StS saa ls 8.3 10.9 5.5 121.3 118.1 122.9 44.1 559 
о een ee и 2.4 
ПЕ ПОС > 5 6 bw 6 6 6 6 2.4 

Hungary 
С о же оо м а о Ss 2.8 1.9 3.9 100.0 100.0 100.0 57.4 42.6 
ее О В И ere ик 9.2 11.7 6.4 109.6 112 106 54.5 45.5 
аа кам Е 27 6.3 —1.7 PDS 119 105 56.3 43.7 
CUS Mn meen Metre bie hee ee eer 6.7 8.5 4.5 120.1 129 109 С: 42.7 
lang 9/4 а о Зо 2-25 — 6-7 о с ee x $9 
dS aa eet nO pleted <> (ae gee. ЗИ! — 8 124.5 129 118 Sieh 45* 
а бо вв Бе 3-4 5-6 1-2 ee ‘ 
В] ап 1-975 и 2.8-3.0 

Poland 
1966-197, OW ee oe ee ae 2.9 3.4 3) 100.0 100.0 100.0 55.3 44.7 
Е аи 3.6 Hell 6.6 104.6 102.5 107.2 54.2 45.8 
СЯ о О И от aa en 8.4 7.8 9.0 113.4 110.5 116.7 53.9 46.1 
Е ernie beta ree 7.3 6.5 8.2 121.6 Я. 126.4 53.5 46.5 
Е С во О о оао 4.3 2.4 6.5 5 oy ais 
OTA eee, eee eee ee р 72 —0.2 4.5 124.0 WALZ RS 1320 ор 48* 
О Ва 37 3:9 3.6 ce ae 
Plana 9/7975 ee eee 3.5-3.9 3.2-3.7 4.0-4.3 119-1214 117-120 112-1234 

Romania 
и О о фр : 4.2 9:9 4.3 100.0 100.0 100.0 63.0 37.0 

ЕЕ о 19.0 26.0 9.0 115.3 115.8 113.6 62.3 37.7 

о ор en ee ee 9.2 7.9 11.9 125.9 124.8 ag 61.3 
Layee ees ee IAD OT ol: Me, 7 —4.0 во 126.8 120.3 1373 58.7 ac 
а INS Gt 21.5 Я к в ПЕ г 38.7 41.3 
957.4 eee И Bers Ray coe va — 126.8 _ 


pS a TABLE 2.2 (continued) 
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Annual percentage change 


Indices of output 


Percentage share 
of output а change of pao 
Country and period Total Crop Animal Total Crop Animal Crop Animal 
1 2 3 4 5 6 7 8 9 


Soviet Union 
1966-1970 


а Sai Te 3.9 4.1 
UP eer: facie tee ee ean sil —1.3 
И т. ат ЖЕ. —4.1 —7.7 
и ть 16.1 Alek 
TELECON oe oh eee и 6.4 ый 
О и она ыы а. —3.7 —12.0 
О Seen ae от (вы 
ЕО TOTS mek sy «5 kk 3.7-4.0 

Byelorussian SSR 
19G6G=197 Ole eee os cote so: 5.7 59 
UIA a a dire о и. 22 Del) 
TASTED ng ate ress ae ee vee ae 1.6 —1.2 
а 10.4 12.4 
ребра есь я —3.8 
Ра 1971975. теме. с. 4.6 

Ukrainian SSR 
О 0 Gee ee are ee ae Sis 
OHM» О о Сре 6.1 9.4 
LPS Sree оны —3.7 —7.3 
а ое. 15.6 23.2 
ЕО cee of eo eS ee 3.6 
нс С —2.7 
а А У а. 4.6 
Planel 97 19. сбое, 3.6 


3.8 100.0 100.0 100.0 50.9 49.1 
3.5 109.2 106.3 112.2 49.5 50.5 

~0.6 104.7 98.1 111.5 47.6 524 
6.1 121.6 124.7 118.4 52.2 47.8 
5.5 117.1 109.6 124.9 

120-122 

6.0 100.0 100.0 100.0 50.9 49.1 
1.6 106.9 103.8 110.1 49.5 50.5 
4.5 108.6 102.5 115.0 48.1 51.9 
8.5 119.9 115.2 124.8 43.5 56.5 
3.2 100.0 100.0 100.0 53.8 46.2 
25 112.2 111.2 113.4 533 467 
0.4 108.0 103.1 113.8 51.4 48.6 
75 124.8 127.0 122.3 54.8 45.2 


а Changes within the five-year periods are annual averages over previous five-year 
period, except for the 1971-1975 data for Czechoslovakia and Poland. 


Ь 1970 = 100. 


Gross investment outlays in Soviet agriculture 


(Billion roubles at constant prices and percentages) 


Total 
investment Annual rates 
outlays of change 
HOG6-197 0 average] ее, 16.4 8.8 
О о Км ses okie. а PANS) 13.0 
US Dee а, Бо a etn ce, dae Gs PB ree) 9.1 
Е а 26.1 9.2 
iy fs ae eee 28.4 8.8 
ПРА оо ово 23.1 


ee UU UE UIE 


Source: Soviet Statistical Yearbook 1973, p. 552: plan-fulfilment report. 


PLANT PRODUCTION 


Total grain output of the east European area, including 
the Soviet Union, amounted in 1974 to approximately 
272 million tons, and it was about 8 per cent lower than 
it was in the previous year. Although the 1974 grain crop 
surpassed the 1971-1973 average by 3.5 per cent, the 
output could not meet the increasing demand for feed 
grain inside the east European area. Jn 1974, meat 
output continued to increase rapidly while grain produc- 


с Original version 5.8 per cent. 
d Original version 2.1 per cent. 


tion declined. Thus the gap between the domestic supply 
and demand for feed grain seems to have widened further. 


Grain output in eastern Europe and the Soviet Union 
(Million tons and percentages) 


Eastern Soviet Total 
Europe Union area 
Averages 1966-1970 59.27 167.56 226.83 
LOT isk Gh Sok chin” aos wa Е 68.81 181.18 249.99 
LOT QR ton has a ee 74.33 168.24 242.57 
а А о era 73.46 222-53 295.99 
MOT Act Meike: (Abe cares 76* 195.6 22° 
Averages 1971-1974 3.5 191.89 265.14 
1974 as percentage of: 
Averages 1971-1973 Э.3 2.6 3.5 
о ево И До et 35 —12.1 —8.1 


(a) Eastern Europe 


Because of unfavourable weather conditions, most of 
the countries of eastern Europe experienced some diffi- 
culties in crop-growing in 1974. In fact, total crop output 
is reported to have stagnated or declined in all countries 
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of the area with the exception of the German Democratic 
Republic and Czechoslovakia. 


~The technological level of east European agriculture is 
now such that the impact of this year’s bad weather was 
much smaller than it would have been ten years ago. 
However, the effect of meteorological factors was still 
considerable. 


Grain crops were generally less affected than root and 
fodder crops. Four countries of the area, the German 
Democratic Republic, Czechoslovakia, Poland and Hun- 
gary managed to have an excellent grain harvest with 
unprecedented yields (see table 2.3), However, in Bulgaria 
the drought took such proportions that a considerable 
part of the grain harvest was lost, particularly in the 
north-eastern part of the country. In Romania, the grain 
harvest remained 7 per cent below the previous year’s level. 


Autumn, particularly the month of October, was 
excessively rainy in all countries of the east European 
region. There were floods in some parts of Czechoslo- 
vakia, Hungary and Romania. The root-crops ripened 
late, and suffered from the excessive moisture of the soil. 
In some regions, potato-lifting was carried out practically 
in the mud. The rain-soaked earth made the use of 
harvesting machinery difficult for both potato and sugar- 
beet lifting. Since machinery could not be fully used, 
additional labour had to be recruited. Industrial workers, 
pensioners, soldiers and students helped with the harvest. 
In Hungary, agricultural consignments sent by road or 
rail were given priority, and industrial enterprises were 
asked to give priority to the manufacture of spare parts 
needed for harvest work. In Poland measures were taken 
to.ensure priority for the transport of potatoes for both 
the home market and for export. Province governors 
were authorized to direct lorries and tractors with trailers, 
owned by socialist enterprises, to transport potatoes and 
sugarbeets. 

However, the greater part of the potato and sugar-beet 
crops was saved. The harvest was finally brought in with 
relatively few losses and the total output of both potatoes 
and sugar-beet was high in most countries (see table 2.4). 
The unusually mild weather in the last two months of 
the year played an important role in bringing about the 
final good results because the potato and sugar-beet 
campaigns could be extended without being stopped by 
deep frost. 


In the German Democratic Republic, potato output 
increased by 17.6 per cent compared with 1973. In 
Romania, potato output increased by 35 per cent com- 
pared with the previous year, and by 5.7 per cent com- 
pared with the 1971-1973 average. In Hungary, potato 
output was 3 per cent above the 1973 level, but 7 per cent 
below the 1971-1973 average. In Czechoslovakia, potato 
production declined by about 10 per cent compared to 
the previous year and by 7 per cent compared to the 
1971-1973 average. In Poland, which is the largest potato 
producing country in eastern Europe (apart from the 
Soviet Union), the potato output was 6.3 per cent below 
last year’s level, but 3.9 per cent above the 1971-1973 
average. | 

Sugar-beet production increased at а particularly high 
rate in Hungary and Czechoslovakia. In both countries 
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the 1974 crop was about 30 per cent above the previous 
year’s level. Yields increased by 27 per cent in Czechoslo- 
vakia and by 21.5 per centin Hungary. Sugar-beet output 
also increased in Romania and in the German Democratic 
Republic. However, in Bulgaria and Poland, it declined. 


Areas under sugar-beet have been expanding in all coun- 
tries of the region since 1971. Particular efforts to increase 
sugar-beet cultivation have been made in Romania, where 
the area under sugar-beet cultivation was 29 per cent larger 
in 1973 than the 1966-1970 average, and in the German 
Democratic Republic, where the area in 1973 was 14 per 
cent above the 1966-1970 average. The latter country 
has considerably reduced its dependence on sugar imports 
in the last few years. 


Good results in the production of oil seeds were reported 
in the German Democratic Republic and in Poland. 
However, fodder production was affected by the drought 
and seems to have declined in all countries of the area, 
except in the German Democratic Republic, where it 
increased by 11.4 per cent. 


(b) Soviet Union 


In 1974 the output of all crops in the Soviet Union 
remained below the previous year’s level, with the excep- 
tion of cotton and rice. The output of certain crops, such 
as wheat and potatoes, was considerably below the average 
level for the years 1971-1973. 


The decline of the Soviet crop output was largely due 
to unfavourable weather conditions. The lack of snow 
cover in the early months of 1974 and floods weakened 
and partially destroyed winter crops. Spring sowing was 
then greatly handicapped by exceptionally rainy and cold 
weather in most parts of the European USSR. Summer 
was cold and rainy in the northern part of the country 
so that grain crops ripened later than normal. In the 
southern part of the country there was a serious drought, 
particularly in the southern regions of the European 
USSR and in Kazakhstan. In Siberia the harvest was 
handicapped by inclement autumn weather (rain with 
snow came too early), and a considerable part of the crops 
was lost. In the southern regions of the European USSR 
the drought caused considerable damage to the potato 
and sugar-beet crop. Because of the dryness of the soil, 
both potato and sugar-beet lifting was difficult. In the 
western part of the country, potato and sugar-beet lifting 
was affected by excessive rain. 


Because of the rapidly growing demand for feed grain, 
considerable efforts were made again in 1974 to increase 
the cultivation of grain maize in all parts of the Soviet 
Union where the climatic conditions are at all suitable. 
In the Ukrainian SSR, which has been supplying about 
60 per cent of the total maize harvest in recent years, 
the area under grain maize cultivation has been expanded 
by about 20 per cent. In the Moldavian SSR the area 
under grain maize cultivation is reported to have increased 
by 15 per cent. Grain maize cultivation was also consid- 
erably increased in Central Asia. Although in absolute 
terms the areas under grain maize cultivation in the 
Centra! Asian Republics remain relatively small, the yields 
are very high. In 1974 the average yield of grain maize 
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TABLE 2.5 
Livestock and livestock output 
(Livestock in thousand heads; meat, milk and wool in thousand tons, eggs in million) 


a a ЗА НЕ ОБЬ. ОЕ а инк 


Livestock а Livestock output 
So Se ee ee ee, 


Indices whieh 
of which: Sheep and of animal Meat of which: 
Country and period Cattle cows Pigs goats units total b poultry Milk Eggs Wool 
1 2 3 4 5 6 7 8 9 10 И 


ера Са по ор НЕ Ба ЕН > 


Albania 
1966-1977 OMe wets. oes ee ne Se as 
NO JOM о: 435 150 2940 54 105 0.00 
POWs fee ates ae er se 422 155 2 900 55 104 0.00 
Пи а. 440 150 2890 56 102 0.00 
Bulgaria 
960-1970 ое 1405 627 2213 10062 100.0 497 70 1582 1587 ЕТ: 
О БЕ 1453 645 2060 10445 101.9 521 111 1671 1707 29 
р ое. 512 656 2599 10223 106.9 565 108 1674 1664 Si 
о о l% 1521 648 2431 10060 105.6 565 118 Г 1696 32.0 
LO TAR бе 1 624 677 3 422 10 085* Ate 580 es 1 790* 1701 32,8 
Czechoslovakia 
1966219705 a. a ee cue 4 332 1910 5322 1233 100.0 1038 78 4735 3 346 Эл 
О о т 4349 1900 5 935 1173 102.8 1157 111 5 092 4 120 д 
ПО: о рев. 4466 1906 6 093 1101 105.1 1225 119 5 266 4 120 3.9 
о ee cates 4556 1927 6 266 1016 107.8 1 249 о 5558 4 254 3.8 
ела к 4 624 ce 6 755 
German Democratic Republic 
U9661970™ ооо 5081 2176 9402 1969 100.0 1245 77 7036 4114 7.8 
Ais ae Re ee, nea meee eae cee 5 293 2173 9995 1720 104.0 1325 99 7 150 4 504 4.5 
LOD ee ем в а 5 379 2169 10 361 1753 106.1 142 107 ws 4425 Е 
OWA, See over Ghat Mes Allen, caer ae 5 482 2 164 10 849 1819 108.9 1489 133 7738 4553 8.4 
О и: 5585 257 11519 1847 109.4 1611* 155 8 075 5 008* 
Hungary 
1966-1970 ..... rep ae #1975 763 6 317 2401 100.0 989 189 1744 2787 10.3 
TOT eres ar ен 28582 750 7594 2134 104.2 215 237 1654 3475 8.8 
2 Ве cas .. 1893 762 6858 1971 99.8 1289 233 167 S217 8.3 
1973 em eer or 938 786 8011 1848 107.3 1235 260 1808 3 285 7.6 
и И В 2000 797 8 300 1800* 110.7 ie Ee 1 935* 3 400 8.3 
Poland 
1966-19 70 ee ое O23 5 921 14477 2882 100.0 2161 115 14 688 6511 8.6 
ICT SE ae ees и. 10562 5904 16 946 2776 105.7 DONS 139 15 185 7 080 9.1 
SOAS ие a 265 6 023 19023 2731 1135 2485 159 15 796 7475 9.0 
NOS о. - 309 6 268 21451 2704 124.3 2735 181 16 250 7437 8.6 
О anaes ane ae 19815 6 350 21 708 2 760 128.1 3 060 i 16 786 7 865 9.0 
Romania 
1966-19708 5 АР 5864 14747 100.0 802 104 3 969 3 158 29.2 
о ож С i Bee ee LLG 2652 6 359 14354 102.4 1555 145 3969 3984 28.6 
О ое. OLS 2742 АО 14 634 110.2 1787 190 4285 4 300 30.6 
S/S} Se qe ers eRe оао О 2 838 8 785 14989 116.4 1934 4 504 4 655 31.0 
о ae Abels” ee et eZ 2 940 8 987 14 801 118.4 


Eastern Europe © 


1966-1970 .. re oe 28 209 13 607 43 599 33 270 100.0 6 730 643 33 543 21 168 87 
NO Ieee eae ears о 29 068 3757 51018 32 828 105.6 If B40 853 34 334 24 434 88 
1972... A sige 30828 13 963 Е HUE) 32 768 109.7 8 045 929 35 800 24774 91 


9730 a2... aa... 31692 14299 $7904 32003 115.0 8370* 1004* 37113 25835 92 
[STAs я оо 355 .. 60691 d и 


ава Вы ee 
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TABLE 2.5 (continued) 


Е ee oes Se SS ес с | 


Livestock a 


Livestock output 
fe ee а oe 


of which; Sh А sella 

: ‘ ‘ еер an ofanima. Meat ich: 

Country pee period Cattle cows Pigs goats units otal b р Milk Eggs Wool 
2 3 4 ay 6 7 8 9 10 Li 


а т eee 


Soviet Union 


eae о es 3, 96 880 41 095 56296 142090 100.0 11 583 853 80553 35 840 398 
и, 102 434 39 973 71434 145333 106.7 13 272 1183 83 183 45 100 429 
es at si he dee Seed hy ees 104 006 40971 66 593 144690 107.1 13 633 1237 83 181 47 910 420 
: О eee ots Woe 106 266 41 438 70032 148534 109.8 18527 1286 88 300 51154 433 
О а ee 109 100 41900 72200 151100 L125 14500 1 400 91 800 55 000 461 
Byelorussian SSR 
Овес 5 060 Dols 3 539 713 100.0 642 Le 4907 1 437 1.3 
О eter tse te ong pe as 5581 2510 4072 657 109.7 734 39.0 5 168 1 867 1 
Па ect) ea ce ee 5 769 2 550 4115 661 112.8 765 46.0 5 467 2 067 1.2 
O73 rem eee ee RH he A 5 5 987 2 611 4291 629 116.9 789 51.6 5813 2 289 1.2 
Тая Pe: ete Poe 6 260 2 602 4 326 603 812 6115 2 483 Hall 
Ukrainian SSR 
1966519 70m aa. deer x 20 968 8 839 17 068 8941 100.0 2677 aA 17 937 8 293 24.2 
UNSW ее Sema 22.255 8 624 21 397 9 069 107.9 3 035 331 18 947 9858 251 
ое ad yao 22 662 8 786 19 600 9 082 108.1 3 199 341 19 339 10464 25.6 
13s 19 On. = Cate e-4 23 042 8 899 20 197 9 301 110.1 8213 358 20718 11 266 25.9 
О ae ee в: с Apes 23 600 9 000 20 800 9 500 3458 21 626 12025 ECT 
Soviet Union and 
Eastern Europe © 
об ео 125 089 54 702 99895 175360 100.0 18 313 1496 114096 56 286 481 
OT соо в о ри 131 502 53730’ 122452 178215 106.4 20 598 208 ОИ 68 804 514 
Op PAs 2 ое Ee A Sane ee eee 134 288 54534 120312 177458 107.7 21 678 2166 118981 71 944 508 
19730 a See = os 137 958 557911 128026 = 180737 111.1 21 897* 2290* 125413 75 953 517 
Е ren ee apace ВАА 141 645 132 891 


@ End-of-year census. 6 In carcass weight. For Romania, in live weight. 


obtained in Uzbekistan was 59 quintals per hectare. Grain 
maize is increasingly grown in the southern regions of 
the Russian SFSR where good results were obtained in 
1974. However, in most parts of the Union, the weather 
in 1974 was particularly unfavourable for maize growing: 
grain maize ripened later than usual, it was harvested in 
poor conditions, and a part of the crop was lost. The 
output of grain maize declined in the Soviet Union by 
8.5 per cent compared with 1973, although the area was 
considerably extended. However, in comparison with the 
1971-1973 average, the grain maize output increased by 
14.7 per cent. 


In the Ukrainian SSR, the outcome of the grain harvest 
was relatively better than in most of the other regions. 
However, the grain harvest was lower by 5.2 per cent 
than in the record year 1973. As far as the wheat output 
is concerned it was 29 per cent below the 1973 level, 
partly because of a deliberate switch from wheat to coarse 
grain cultivation, and partly because of a drop in the 
yield of wheat. There was a good crop of flax. The 
Ukrainian SSR supplies over 31 per cent of the total 
Soviet flax production. 


с Excluding Albania. 


In the Byelorussian SSR, where weather conditions were 
favourable for the type of grain crop usually grown in 
that region (no switch to maize could be envisaged because 
of the geographical latitude of the Republic), there was 
a bumper grain harvest. The grain output was 18.7 per 
cent higher than in 1973, and 29.5 per cent higher than 
the average of the years 1971-1973. However, the harvest 
of other crops, especially flax, remained considerably 
below the previous year’s level. Flax is an important 
crop for the Byelorussian economy since about one-quarter 
of total Soviet flax production originates from the Byelo- 
russian SSR. 


ANIMAL PRODUCTION 


Animal output rose at a faster rate in 1974 than the 
output of crops in all the countries of the area with the 
exception of the German Democratic Republic. The share 
of animal output in total agricultural output further 
increased in most countries. 


Livestock numbers expanded in all countries for which 
information is available (see table 2.5). In Poland, the 
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TABLE 2.7 


Stocks and deliveries of farm machinery and chemical fertilizers 


(Machines in thousands, fertilizers in nutrient content in thousand tons) 


EERE 


Stocks @ Deliveries Fertilizer supplies 
Tractors 
Agricultural 
area per Tractors Kelha of 
Physical 1 tractor Grain (physical Grain arable 
Country and period units 15 h.p. in hectares combines units) combines Total land 
1 2 3 4 5 6 7 8 9 
Bulgaria - 
Об а, мн ау 42.0 66.4 72.6 6.9 5.9 0.4 361 74.8 
Е ас ое ees ee ye 53.6 93.7 50.9 9.3 925 0.2 639 133.9 
о ae еее an 95:3 99.4 47.9 o> 4.8 0.4 636 133.5 
Pe Ns re Sac Nom Soe о 110.1 43.2 9.9 6.4 0.1 646 135.8 
Wa lates een ea Ее ad 1222 38.8 10.0 6.0 0.9 633 133.4 
о ВНЕ eee 1321 35.9 9.5 567 119.6 
Czechoslovakia 
Об eo cero GP oe eee 125.4 179.5 57 11.8 15.1 SB) 820 161.7 
1970 apne erro wk can gy eae 136.4 213.0 52 16.4 8.3 1.5 1188 2319 
О а ма Oe 191/55) 223.1 52 У 9.2 1.8 1 282 257.0 
О. а НЕ. 139.2 236.2. 51 18.2 10.4 1.4 1373 Disa 
Ls ое. 141.0 250.7 50 18.3 9.9 5 1417 285.3 
O74 ee ate а ЗО: Жал at 1 400 
О ЧЕ ть ев oe 12.0 2.0 1480 
German Democratic Republic 
| ROS) СО о о ae ae J 124.3 ni 48 15.4 ne as a8 ne 
а че ео 148.9 ae 40 17.9 11.4 1.8 L335 319 
OTA от le ce manta rir a ee Geko Я 148.7 Pa 40 15.9 8.5 is 1 601 332 
OTD ah wary Scares ia atten oP ees 146.4 7 40 14.5 6.3 1.0 1618 334 
Е ome Оман c> os и. 143.3 3. 41 12.0 9.5 ИЕ 1755 361 
И м Cotas, ее a . 141.7 es 42 eo) 9.6 1.4 1 880* 406 
Е es ee mentee ey Ae к 10.3 1.6 1930 417 
Hungary 
LOGS. С sana kom ouverte Pde yeahs 64.2 OS) 108 8.8 es ee, Eby 63 
TOTO AE oe ce tee’ ceo Ramee ан 68.9 112.6 100 11.8 9.4 eS 837 150 
iT Th a ak RA ate ИЕ pst BS 68.2 116.9 101 12.6 8.8 2.0 954 171 
1972S Pon ees eS А а ae 66.0 117.6 104 131 6.1 155 1017 183 
TOT Bis) oe et ee ome Sarin. fe 64.8 120.5 105 13.6 6.6 1.7 1 202 216 
а eh Sean О 63.6 122% 107 ae : 1.8 1 336 243 
Poland 
WIGS ae ek eens Sole ioe sh is os 131.0 159.3 149 5.3 23.4 И 1107 72.8 
IHD ооо Е ako 224.5 278.9 87 14.0 Die. 2.0 2 416 160.1 
NOT ere, earn ce ae ee oe 248.4 320.3 79 157 32.8 2.0 2572 171.7 
SPS Se ел И an ew 278.8 363.1 70 yal 38.7 7 2 887 194.5 
И В я eM a ete cg tee 319.2 418.2 61 19.2 41.0 2.3 3 047 205.9 
ве a Arie he feat, а een AG in an 6 44.6 2.4 3 330 225.0 
alee. sess moe. и we ae. ae a: off he 3 600 
Romania с 
По ве a GA TOE ace 81.4 133.0 182 47.7 9.7 2.0 266 27 
а ы с ос о Te 107.3 184.8 139 56.9 12.0 1.1 594 61 
1971 5 с : 61.0 
Bay pak, cate a ear ere. os 114.2 198.6 131 53.8 14.7 ites 633 65.1 
OR р home Sa cin ye ee Cte: i fet 115.6 204.0 129 $1.0 11.4 2.0 639 
1973 a 5 7 = 2 057 
ВЕ о ane py 116.5 204.5 128 S13 }59/ 7.5 2.6 715 
1974 5 т 
te x и Г. A 13.9 5.1 920 
AN Mee ch ea ae se oe 117.0 ве we on 14.0 4.5 1 178 ТЕ 


(Machines in thousands; fertilizers 


TABLE 2.7 (continued) 


Stocks and deliveries of farm machinery and chemical fertilizers 


in nutrient content in thousand tons) 


ЕЕ rN We ЗОНЕ “HINDI AN AYA ен tes. bis aby ae обв poet 


Stocks а 


Deliveries Fertilizer supplies 
Tractors 
Agricultural 
area per Tractors 
Physical 1] tractor Grain h, hight 
: j i i 
Country and period units 15 hip. in hectares combines Sei: ¥ pret Total Я 
1 2 5 4 6) 6 м 8 9 


Soviet Union 


TOGS Pe We sue ot i Fe duc 1 613.2 3 032 
LOM Mies Be SR И и СУДЫ 4 343 
WOW с В Ре ae a 2045.7 4 531 
EM сора р М 2111.9 
м. 2188.5 
о ео БеЗ 2289 

Byelorussian SSR 
OG Sarat Sosy Pay о. 55.4 99.4 
LOT OR ee eres ene ale + 81.6 152.6 
OA о оо р 85.4 
ПО OS AES 20.5 ee ee een ee 90.8 
ПОЛЕ 35k Sirs A ata Se Oe, gp tee eee 95.9 
Е, о 

Ukrainian SSR 
и ео. 257.0 451.5 
И рос rete ec tes, eek SA. yes 317.1 643.9 
OTN ae Pe, es ий 329.1 
Oe eM О ры Foy We ears a 340.8 
TE) BOE ene CA ae 349.2 
CHE. <0! < salen сна р 


337 519.7 239.5 79.4 6 303 28.5 
276 622.6 309.3 91 10 368 47.0 
267 639.1 Shy 99.0 11 451 51.4 
259 655.8 312.8 92.8 12 530 559 
251 658.5 323.0 81.5 13 756 60.7 
665 347.4 83.4 14974 
178 13.5 on 3.0 456 76.7 
120 24.5 14.6 6.1 929 160.2 
115 26.8 14.3 4.9 984 169.4 
108 29.0 14.9 4.0 1025 176.2 
102 29.6 15.1 2.8 1 092 179.0 
16.4 2.9 
166 56.9 99.5 8.9 1286 38.8 
134 81.2 45.7 9.8 2165 65.6 
129 83.6 47.0 10.0 2 436 73a 
126 81.8 47.5 8.6 2 677 79.9 
123 ISI 48.6 11.4 3 016 88.1 
SHH 54.0 12.0 


а End-of-year basis. Ь Per one tractor of 15 hp. 


number of cattle increased by 4.1 per cent of which the 
number of cows increased by 1.3 per cent; the number 
of pigs increased by 1.2 per cent. In Bulgaria, the cattle 
herd increased by 6.8 per cent and the number of pigs 
rose by about 40 per cent. The latter figure represents a 
numerical increase of almost one million, which more 
than compensated for the previous year’s decline. In 
Hungary and in the German Democratic Republic, herds 
of both cattle and pigs made good progress. In the Soviet 
Union, the number of cattle went up by 2.7 per cent, of 
which the number of cows increased by 1.1 per cent; the 
number of pigs increased by 3.1 per cent. 

Further efforts were made in all countries of the area 
to increase the yields of animal production. In the German 
Democratic Republic, the milk yield per cow increased 
by 4.4 per cent and amounted to 3,782 kilograms (which 
is comparable with the milk yields in countries with a 
developed agriculture). In Czechoslovakia, the average 
yield of milk per cow is reported to have reached 2,810 
litres (ca. 2,894 kilograms), a level which reflects an 
increase of about 1 per cent. In Bulgaria the milk yield 
per cow increased by 3.5 per cent, 1.9 per cent in Poland 
and by 1.8 per cent in the Soviet Union. 


с Including maize combines. 


Average yield of milk per cow in east European countries 


(Kilograms) 


1973 1974 
Buleatiaye се ea ae Rice ees 2 250 2 329 
CGrechoslovaliaias. соо 2 867 2 894 
German Democratic Republic. ...... 3 615 3 782 
UT Gaby yet ак: 2532 2 668 
Ро taly as eae oes ue cerns tee 2 685 2735 
Зое ое. 2 161 2 200 


Total milk output increased by 4 per cent in the Soviet 
Union, 7 per cent in Hungary, 4.6 per cent in Bulgaria, 
4.5 per cent in the German Democratic Republic and 
3.3 per cent in Poland. All the countries of the area 
increased considerably the production of meat. Meat 
output went up by 7.2 per cent in the Soviet Union, 
12.5 per cent in Poland and 8.2 per cent in the German 
Democratic Republic. In Czechoslovakia meat output 
is reported to have increased sufficiently in 1974 for the 
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country to become almost self-sufficient in meat and meat 
products. Hungary, which has become a large meat 
exporter in recent years, had some difficulties in finding 
markets for a part of its meat output in 1974 due to the 
Common Market ban on beef imports introduced in 
July 1974. However, Hungarian meat was exported to 
the Soviet Union on the basis of an agreement by which 
the Soviet side accepted to pay for the meat deliveries in 
convertible currencies.’ 

In spite of the current exporting difficulties, Hungary 
has not altered the previously adopted cattle breeding 
programme and has continued to increase livestock, parti- 
cularly the number of cows. However, attention has been 
shifted somewhat from meat output to milk output in 
response to rising domestic demand for milk and milk 
products. A special scheme has been adopted with the 
aim of improving the breed of dairy cattle. 


Information on State procurements of major crop and 
animal products in eastern Europe and the Soviet Union 
is contained in table 2.6. 


MATERIAL SUPPLIES TO AGRICULTURE 


In 1974, deliveries of agricultural machinery increased 
in all the countries of the east European area for which 
information is available, as shown in table 2.7. Tractor 
deliveries increased by 7.4 per cent in the Soviet Union, 
8.8 per cent in Poland and 1 per cent in the German 
Democratic Republic. In Romania, supplies of agricul- 
tural tractors rose by 85 per cent. Deliveries of grain 
combines went up by 7.7 per cent in the German Demo- 
cratic Republic, by 5.9 per cent in Hungary, by 4.3 per 
cent in Poland, and by 1.8 per cent in the Soviet Union. 
In Romania, grain combine deliveries almost doubled in 
1974 compared with 1973. 


Supplies of chemical fertilizers also increased in all 
countries for which information is available. Fertilizer 
application rose by 9.6 per cent in the Soviet Union, 
28.7 per cent in Romania, 12 per cent in Hungary, 9.3 per 
cent in Poland and 7.1 per cent in the German Democratic 
Republic. In Czechoslovakia fertilizer application re- 
mained approximately unchanged. 


POLICY MEASURES IN EAST EUROPEAN COUNTRIES 


In 1974, producer prices of some agricultural commo- 
dities were raised in a number of east European countries. 
In Bulgaria, delivery prices of animal products were 
increased in July 1974. The price increases were meant 
to stimulate meat and milk production and affected cows’ 
milk, beef and veal from public and private farms, mutton 
from mountainous and hilly areas, and pork from private 
farms. The average rate of price rise has been estimated 
at 10 per cent. The increases in producers’ prices were 


The Soviet-Hungarian agreement stipulated further that the 
contracting parties would make joint efforts for the exchange of 
technological know-how in agriculture, that a joint programme for 
pork and poultry production would be implemented, and that 
a mink-breeding farm would be set up in Hungary with Soviet aid. 


not passed on to the consumer. Retail prices of agri- 
cultural products remained unchanged. 

In Bulgaria, new regulations were issued in 1974 directed 
at the subsidiary farming sector. The aim of the new 
regulations is to stimulate the development of personal 
plots. The regulations define the facilities which State 
and co-operative farms are to extend to private plot 
holders, mainly with regard to the use of agricultural 
machinery, transport equipment, fertilizer supplies and 
veterinarian services. They also describe the rights and 
obligations of private plot holders vis-a-vis the agricultural 
purchasing organizations. Individual plots cannot be 
rented, sold or cultivated by hired labour. The size of 
the plot varies between 0.2 and 0.5 hectares, according 
to regions. The size of the plot may be slightly extended 
if the farmer undertakes to breed animals on a contractual 
basis. In such a case the plot is extended by 0.1 hectares 
per cow. The number of livestock, poultry, bees, etc. 
which may be kept on each individual plot is unrestricted. 
The nearest State or collective farm has to provide free 
pasture-land for the animals bred on individual plots. 


In Czechoslovakia, direct subsidies (non-price subsidies) 
are paid by the State to the farming sector (State and 
collective farms). Between 1971 and 1973 they amounted 
to 14.4 billion Kés, of which 6.8 billion were granted to 
co-operative farms. Moreover, the State has been sub- 
sidizing the prices of imported materials, mainly of fodder 
and fertilizers, supplied to the agricultural sector. These 
subsidies amounted to 1.9 billion Kés in 1973 and to about 
4 billion Kés in 1974.1? 


A new system of agricultural taxation has been intro- 
duced in Czechoslovakia as from 1 January 1975. The 
objective of the new system is to reduce the differences in 
the revenue of individual agricultural establishments 
arising from varying natural conditions. Consequently, 
taxes levied on farms enjoying the best natural conditions 
would be increased from the former maximum rate of 
Kés 930 to Kés 1,000 a hectare of agricultural land. In 
contrast, the farms working under worse natural condi- 
tions would realize a considerable tax reduction or, in 
some cases, abolishment. New communal agricultural 
establishments with a predominantly agricultural activity 
and enterprises specializing in chemistry for agriculture 
are to be exempt from the tax on profits for five years 
from the time production commences. Under the new 
system, it is expected that about half of agricultural 
co-operatives will pay the same taxes or less, whereas the 
remainder will pay more. 


In Hungary, Government aid to the agricultural sector 
has been carried out in the form of subsidies. State and 
collective farms receive a price subsidy amounting to 30 
to 50 per cent of the price of industrial products purchased 
by them for large-scale construction. The amount of 
subsidy granted for the purchase of machinery and spare 


Contacts between experts on protein production in both countries 
would be intensified, and production of synthetic protein would be 
jointly undertaken. 


12 Rudé Pravo, 1 November 1974. 
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parts ranges between 10 and 50 per cent of the purchasing 
Price. Moreover, farms operating under difficult condi- 
tions receive direct State aid which guarantees a certain 
minimum income to the collective farmers in poorer 
districts. On the other hand, as of 1 January 1975, there 


were increases in the agricultural land tax and in the 
co-operative income-tax.? 


In Poland, there was an increase in the purchasing price 
of sugarbeet, chicory, flax and rape seed. At the same 
time, however, the Government decided to freeze the 
retail prices of basic foodstuffs.14 This decision means 
that the prices of meat, meat products, flour, bread, milk, 
cheese, etc. would not be increased during 1975. Stable 
prices of basic food products have been mainiained for 
the past four years. A long-term programme for the 
expansion of agricultural production, which emphasized 
the development of food supplies, was approved by the 
Polish Government in October 1974. 


In Romania, a decree dealing with agricultural associa- 
tions was issued in April 1974. It gave State and co-opera- 
tive farms the right to form joint associations for certain 
specific production purposes. A typical example of such 
joint ventures would be a food-processing plant set up 
by two or several farms on a profit-sharing basis. The 
1974 legislation dealing with land stock and veterinary 
regulations envisages the protection and amelioration of 
the land stock as well as its complete and otimal use. 


(ii) Industry 


In 1974, gross industrial production in the region 
increased by an estimated 8.5 per cent compared with 
8.0 per cent in 1973. Faster growth was registered in the 
Soviet Union, whereas in the east European countries 
considered as a group the rate of expansion was little 
changed. Labour productivity in industry continued to 
rise at a fast, and in a number of cases accelerated, rate. 

The pattern of growth of output and productivity by 
countries is set out in table 2.8. Among the east European 
countries, growth was somewhat faster than in the pre- 
ceding year in the German Democratic Republic and 
Hungary, was about the same in Poland and Romania 
and slower in Albania, Bulgaria and Czechoslovakia. 
Changes in the growth rate of labour productivity were 
parallel to changes in the rate of growth of output. How- 
ever, in Hungary and Poland the year-to-year change in 
the growth rate of labour productivity was more favour 
able than that in output. 

A notable feature of the past four years has been that, 
abstracting from annual fluctuations, the growth of indus- 
trial labour productivity has been virtually identical in 
all countries (around 6 to 7 per cent per year). Thus, 
inter-country differences in output have been determined 
almost exclusively by differences in the rate of expansion 
of the industrial labour force. 


13 See section on Consumers’ Incomes and Supplies. 
14 Decision of Council of Ministers meeting on 13 December 1974 


The increment in production registered in 1974 brought 
the average growth of industrial production in the region 
during the past four years to a rate of 7.8 per cent, which 
is about that envisaged in the Five-Year Plans. However, 
the relationship between plan and performance reveals 
very significant differences between one country and 
another. Poland and Romania are way ahead of target. 
In Poland, industrial production in 1974 was around 50 
per cent above the 1970 level, i.e. it reached the volume 
originally planned for 1975. In Romania, it was 65 per 
cent higher, nearly reaching the lower range of the Five- 
Year Plan target (68 to 76 per cent). Czechoslovakia, the 
German Democratic Republic and Hungary attained a 
significantly higher growth than was originally envisaged. 
On the other hand, growth was slower than planned in 
the Soviet Union and, among the east European countries, 
in Albania and Bulgaria. Judging by the target set for 
1975 in Albania, the discrepancy between plan and per- 
formance is likely to be particularly large. 


Changes in the growth rates of major industrial branches 
are shown in table 2.9, whereas those in the production 
of key commodities are shown in the appendix table. 


The tendency which appeared in 1973 for the growth 
rate of electricity to decline, was again in evidence. The 
expansion of coal output was a sluggish 2 to 3 per cent 
in the Soviet Union and Poland, whereas in most of the 
other east European countries the expected reversal in a 
declining trend did not take place. The growth of output 
of petroleum in the Soviet Union was about the same, 
and that of natural gas faster than in the preceding year. 
The growth of fuel production in the area must have been 
somewhat higher than in 1973. 


The profile of industrial expansion remained rather 
stable. Significant changes took place only in Bulgaria 
and Hungary. From the point of view of the effect on 
the over-all industrial growth rate, the acceleration of the 
growth of engineering output in Hungary and of the food 
industry in the Soviet Union are notable. In Bulgaria, 
the slower growth of these two branches was only partly 
counterbalanced by a faster growth in some others. 


Measured in terms of global indices, there is little to 
reflect the impact on the industrial performance in the 
area of the world oil crisis and developments in western 
economies. Nonetheless, to varying degrees and in differ- 
ent forms most countries in the area were affected and 
will be even more so in 1975. The situation was most 
effectively described by the Romanian President, who said 
“the economic problems which in 1974 acquired a parti- 
cularly serious character and are perhaps the gravest issue 
confronting mankind at the present juncture, will continue 
to create... a great many difficulties in 1975” and “We 
do not regard ourselves as being immune from these 
difficulties and the influence they exert in one form or 


if not all, countries since all have to 
15 


another on most 
face the same general situation”. 

The east European countries other than the Soviet 
Union experienced difficulties in raw materials supply, in 
While this was due mostly to the need 


3 


particular fuel. 


15 Scinteia, 31 Dec 


emibel 1974 
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TABLE 2.8 
Gross output, employment and output per man in industry 


(Annual percentage changes) 


ЕВ ОН ОАО чае Sa a Se ES EET RE ES EE 


Output 
Country and period Gross output Employment ne ae Country and period Gross ies ar ЕЛ Wade м 
1 2 3 4 1 
Pe Abe Vd Sie oe Sue ariel s 
Albania Poland 
196621970 Pees. Иоан, № 12.9 10.5 pe 1966197 Ole acy et oe ed 8.4 33 4.9 
LOT TR RES MO a eee ALES 4.0 72 О ря К 8.3 3.2 5.0 
т Ae IB SOI 9.5 43 NS] 2 о те Boa de oe 10.7 4.7 Sra 
IRSA tf tare ee ey) eee ae 9.4 <n ra ПО. ets Ка ТЕЗ 2.9 8.2 
т ae 7.6 3.8 3.7 О ee on pe их 3.0 7.97 
т Te Reece ek ee 3 AG x, о Ee Ses ere 11.6. 2.4 9.0 
Па ches te) cae 2G ели ка 4.4 2.24 oD: 1S75- Plan pepe nite cas be 11.4/ 1.9 9.37 
ТО-ТО det ое Мм 9.4 м. С 9-е. че 10.6 3:3 7:1 
Пал Gee og & Bod 10.35 5.0 5:0 Е с Зов Е 8.5 29 5.4 
Bulgaria Romania 
ОНО) Бо eee 10.9 3.9 6.7 1966-1970 о. 11.8 4.2 73 
р Rene 9.0 2.3 6.5 И 11.7 6.6 4.8 
ое И ВЕНЕ, 9.3 2 т оС 11.7 5.5 7.1 
и о ee 9.3 2.4 6.7 ЗА, и оо 14.7 6.9 7.3 
ТО РА 11.0 1.0а 9.9 Пора а. Пе 16.7 a oe 
TL Oe ee ee и 8.5 2.44 6.0 Е в ae eee ee 15.0 7.42 7.0 
HRM BE = ees, Oe a bere 8.0 ae os ор а оо ee 15.0 4.34 10.3 
АН, О Ик 9.0 DS 6.5 О ee ee OP eee EES! 6.6 6.2 
HOME OVS IAB: о eo a doe 9.65 1.8 7.6 197121975 Plan. ооо 152 4.0 2.3 
Czechoslovakia Eastern Europe 8 
66-е ss 6.8 iL 5.5 об-е В 8.0 zs 5.4 
Ол поро 6.7 0.4 6.3 ТО ок. 2 а are з НЯ zal 5.5 
LS DR, any р 6.8 0.6 6.2 1972 Sn И os IRS aera 8.4 23 6.0 
р tint ce ee 6.9 0.84 6.0 О оо = ne ae ees 9.3 23 6.6 
1974) Plantes! wen ee see 5.8¢ = ie Lo7 4 Plan? So. ea ke ae ee 9.5 <a 
LD TAME a een а 6.2 0.8 5.4 а ee mr, Nae 9.6 2.4 7.0 
IS75pRlan a. SA ee oe ee 6.4¢ 0.64 5.8 1975 Plane 0 eo В 5 ke 9.2 и = 
И а ae oe 6.6 0.6 6.0 Е сою oes 8.8 2.3 6.4 
IOWA TARIN 6 5 0 6 a 6 6 + 6.0 0.5 5.4 1OT1-197SsPlanee ое 7.75 eZ 5.9 
German Democratic Republic 4 Soviet Union 
USING 6 bo 6 nw ot oO 6.5 0.4 6.2 NS66=19;7 OR Boece eae ae 8.5 2.8 5.5 
LOUD tes Seer, Bi See 5.6 0.2 5.3 197 Lie ore ee ie eae eae Вов: 77 1.4 6.2 
О о ом. о 6.3 0.1 6.2 О Pea se ori en AR Ue io 6.5 as Salk 
Е м и 6.8 0.7 6.1 О PR ie A. ee, eee 95 Е 6.1 
о we О ea ae 6.7 0.74 6.0 19:74) Plane сои 6.8 et 5.6 
EC ee Sane er ks nee gk 7.4¢ 0.6 6.8 и ee es 8.0 1.4а 6.5 
iP WHE os 6 tg pebc ak = 6.3е a aR IMYSGEI 6 6 5 6 5 ¢ ай 6.7 1.0 55 
о од бо ев 6.5 0.5 6.0 ОО ве в и 7.4 я 6.0 
НЕ, 6 5 eg nh a 6.0 —0.2 6.2 IFAS WEBI, 5 5 0 8 o nS 8.0 т 6.8 
Hungary Byelorussian SSR 
EI в обоза 6.2 2.5 3.8 YESS) 5 о 5.2 6.8 
LOT eevee a? ee ae eee ae 6.8 —0.2 7.0 а о а 11.8 Sed 7.8 
CUDA о me ace oe 2 —0.8 6.0 Ie Nake ea ese ir с ОЛА ce or: 9.7 3.2 6.3 
LS Swe eee ee ard re 7.0 11.3) 5.6 LOTS Amn ea eRe ese 10.2 25 TES 
ВОР] eee ee eke 5.5-6 0.5 5-5.5 И обор See a ts 8.0 1.4 6.5 
LOT AE ces a nya eee. eet 8.2 0.9 ah? ее ol oe Rees case 9.9 2.12 7.6 
IIB BE ооо egw es poe 6.0 — 6.0 Ра Gols bony o 6 8b a8 8.2 о 
О oe A | eee 6.8 0.3 6.5 ИВ ee ea 8 8 вое 10 2.8 ИЗ 
197151975 Рав. 5.95 1.5 4.3 Е Е 5 6 6 ob oc 9.6 
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Е TABLE 2.8 (continued) 
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Output 
Country and period Gross output Employment per я 
1 2 3 
7 


Пе лю Узы”. 
Ukrainian SSR 


1966-1970 8.3 au 5.0 
1971 6.9 1.6 5) 
1972 6.3 1.4 4.8 
1973 ie) 1.4 6.0 
1974 Plan iy? es mm 
1974 .. 7.6 15 5.9 
1975 Plan 7.0 0.94 6.0 
OTN = 1974: Tail О 5.5 
1971-1975 Plan 7.4 


Sources; National statistics, plans and plan-fulfilment reports. 


Country and period Gross output Employment fr yee 
J 2 3 4 
Eastern Europe and Soviet Union 8 
1966-1971 8.4 рт 5.6 
1971 77 Пе 6.0 
1972 7.0 1 52.2. 
ее 8.0 Gi 6.2 
1974 Plan 7.6 dna ar 
1974 8.5 ile7/ 6.7 
1975 Plan 7.5 ae Bn 
о он 7.8 Я 6.1 
1971-1975 Plan . 7.9 1.3 6.5 


Note. The data cover total industry in Czechoslovakia, the Germ i i i i 
‹ r total rec , an Democratic Republic and the Soviet Union, and the State and co-operative industry in the other 
countries. Unless otherwise indicated productivity figures are derived from output and employment data. They may differ from officially reported И changes 


because of differences in coverage of employment. 


Data on plan targets are those given in original plans. The figures shown in the table may differ from those implied in 


the reported data on the actual change during the year and the percentage of plan fulfilment, either because of plan modifications or because of differences in the base. 


а Employment derived from output and productivity data. 
Ь Middle of range. 

с Centrally-planned industry only. 

d Industrial commodity production. 


е Output of industry under ministerial management rose by 7.4 per cent in 1974 and it is planned to rise by 6.9 per cent in 1975. The corresponding figures for labour 


productivity are 6.3 and 5.6 per cent respectively. 


f Sales rose by 8.4 per cent on average for 1966-1970, by 8.8 per cent in 1971, by 10.7 per cent in 1972, by 12 per cent in 1973 and 12.2 per cent in 1974. 
8 Excluding Albania, for the method of weighting output and weights used see Economic Survey of Europe in 1971, part Il, chapter 2, р. 67, footnote d. 


to curtail imports from world markets, the growth of oil 
imports from the Soviet Union also slackened in some 
cases. Moreover, faced with greatly increased prices of 
imported raw materials, some countries could not avoid 
а certain redistribution of import priorities with a resulting 
adverse effect on production performance in some areas. 


Of course, western credits not being hard to obtain and 
the bulk of raw materials and fuel being imported from 
the Soviet Union at unchanged prices, east European 
countries found it comparatively easy to absorb the impact 
of the increase in world market prices. But the situation 
may become more difficult in the immediate future as 
price relationships between goods traded within the area 
move closer to those prevailing on world markets. And, 
even though such adjustments will certainly be linked 
with greater opportunities for export of manufactured 
goods, a variety of shifts may become necessary, creating 
problems of adaptation. 

Stronger measures were adopted in 1974 for conservation 
of energy and materials. In most countries longer-term 
strategies were spelled out featuring the wider utilization 
of domestic fuel and raw materials resources, the develop- 
ment of hydro-electric potential and the speed up of 
atomic power programmes. Clearly such programmes 
involve huge investment expenditures which may make 
it necessary to divert funds from other industrial branches 
and economic sectors and generally contribute to economic 
strain. Also, substitution of oil by low grade coal may 
in certain branches act as a barrier to the speed-up of the 
rationalization processes and to raising industrial eff- 
ciency. 

Yet, it is the task of raising efficiency that will loom 
even larger under the new conditions. Imports of energy 


and raw materials being much more expensive, greater 
refinement and sophistication of end products will obvi- 
ously be needed. Coupled with this will be the need to 
increase international competitiveness, particularly in 
those east European countries which rely increasingly on 
manufacturing to cover their import requirements. 


Although the situation in the Soviet Union differs in 
many respects from that in the other east European coun- 
tries, there are some points of correspondence. With 
greatly increased demand pressure on fuel resources arising 
from domestic consumption and exports, effort has been 
stepped up to overcome exploration, exploitation and 
transportation difficulties which have tended to hamper 
the expansion of oil and natural gas output. And the 
new price relationship on world markets made it also 
more advantageous to develop coal production for 
domestic consumption and oil for export, thus putting a 
brake on the substitution of high cost labour intensive 
solid fuels by more efficient liquid fuels. While improved 
terms of trade are likely to outweigh these disadvantages, 
the maintenance over a long period of a favourable 
balance will, of course, depend on the country’s ability 
to open up new deposits and to raise the oil and gas 


export surplus. 


THE SovieT UNION 


The recovery of the growth rate of Soviet industrial 
production, which began in 1973, was carried further in 
1974, the annual growth rate rising from 7.4 to 8.0 per 
cent. However, the acceleration was limited to the first 
half of the year; it was followed by a slow-down in the 


third and fourth quarters. 
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Soviet industrial production by quarters 


(Percentage change over the corresponding period 


of the preceding year) 
I И Ш IV 
Industry total 

Average 1966-1970 . 8.6 8.6 8.2 8.2 
LO TA es a dee 8.6 8.4 6 6.6 

NS Pat aad Ye, “ee eee 7.0 6.6 6.5 5.9 
ID) Rican, ones 6.4 EG 7.9 ea 
Пс 8.3 8.3 8.0 7.4 


As in the preceding year, the performance was better 
than foreseen in the annual plan. The position with respect 
to the 1971-1975 medium-term programme is indicated 
by the following figures: 


Five-year 
Plan Annual Plan Actual 
а 6.9 6.9 ТА 
ПО О а, Е ates 8.0 6.9 6.5 
А р, кро See 7.8 5.8 7.4 
о о о oS 8.6 6.8 8.0 
CHES) sine lee о оон 8.8 6.7 
ое ом ое 7.8 6.6 7.4 
о SIRS Se ko сы =. 8.0 6.6 


Industrial labour productivity rose by 6.5 per cent and 
industrial profits (at fixed prices) 13 per cent, both indi- 
cators exceeding the annual Plan target. 


It can be seen from a break-down by major branches 
that the profile of growth remained remarkably stable 
between 1973 and 1974. In only one branch (food 
processing) did output rise at a significantly faster rate 
than in the preceding year, and only in wood and paper 
did it rise at a slower rate. Aided by the good 1973 
harvest, output of the food-processing industry expanded 
in 1974 by 8 per cent, as against 5 per cent in the preceding 
year. With a 27 per cent contribution to the country’s 
output of consumer goods, the latter accelerated from a 
5.9 toa 7.2 per cent growth rate. This was notwithstanding 
the fact that the growth rate of the light industry remained 
at a moderate 4 per cent and that of ‘cultural and amenity 
goods” declined from 10.7 to 9 per cent. Output of 
producer goods expanded by 8.3 per cent as against 6.6 per 
cent envisaged in the annual Plan.1@ 


Output of electricity rose by 6.6 per cent which puts 
the average growth rate in the last four years at 7.0 per 


1 Changes in output of producer and consumer goods have been 
as follows in recent years (annual percentage changes): 


Producer Consumer 

goods goods Ratio 
1966-19170 оо eee 8.6 8.3 0.97 
POTN ee ene ee ых I) Usa 1.0 
о ee “ale ats) koe 6.8 a7, 0.84 
А ee 8.2 5.9 0.72 
1974 Plan . 6.6 Hes) 1.14 
1974 Actual 8.3 ee 0.87 
1975 Plan’. 7.0 6.0 0.9 
1971-1974. ... Wall 6.6 0.86 
1971-1975 Plan . 7.9 8.2 1.04 


cent. This is less than the planned rate (7.5 per cent), 
the deficit being due to a below-planned expansion of 
hydro-electric and, to some extent apparently, atomic 
power production.?’ In 1974 a total of 10 million KW 
of generating capacity was put into operation (11.3 was 
planned) representing an increase of 4.8 per cent.’ Oil 
output rose by 6.9 per cent which, together with the plan- 
ned 6.6 per cent increase for 1975, would bring production 
to 489.4 million tons, around 15 million tons less than 
originally targeted.1® Ап important improvement took 
place in natural gas production, output of which rose in 
1974 by 10.4 per cent.2° However, with a planned increase 
in the current year of 9.2 per cent, the expected level of 
production is 285 billion па? against 320 billion envisaged 
in the Five-year Plan. Coal output rose by 2.5 per cent 
reaching a level of 684.4 million tons, almost the amount 
originally planned for 1975.** 


17 Output of hydroelectric power, scheduled to increase from 
124.4 to 165 billion kWh between 1970 and 1975, was actually lower 
in 1973 than in the base period. Output of atomic power, scheduled 
to increase from 3.5 to 25 billion kWh, would have reached around 
16 billion kWh in 1974 if the plans for 1973 and 1974 were exactly 
fulfilled (production was 7.7 billion kWh in 1972 and the plans for 
1973 and 1974 called for an increase by 2.1 times). No data are 
available on the fulfilment of these plans. 


18 During the year new aggregates were installed at the Ust- 
llimsk, Chirkeysk and Riga hydroelectric power stations. The first 
generating unit was installed at the Stavropol hydro-station and the 
second at the Kolsk atomic power station. At the Troitsk hydro- 
power station and the Leningrad atomic power station, 500 MW 
capacity turbines were put into operation. The Lukomol hydro- 
electric power station was reported to have reached full capacity 
(2.4 thousand MW) with the installation of the eight generating 
units. 


19 The bulk of the current increase in Soviet oil production comes 
from West Siberia and other regions east of the Urals. The develop- 
ment of West Siberian oil-fields poses complex problems of drilling, 
storage transportation and availability of manpower. However, 
work at these fields seems to be proceeding on schedule with present 
output running at around 115 million tons. For 1975, 125 million 
tons were envisaged in the Five-year Plan against 31.4 million tons 
produced in 1970. 


20 The gas pipeline Tyumen Centre with a length of 2.5 thousand 
km came into operation in 1974. The 122 cm pipeline has an annual 
capacity of 14.5 billion m’. As in oil, most of the current increase in 
natural gas production is derived from areas east of the Urals. The 
Tyumen fields in Western Siberia started production in 1967 and 
Бу 1972 reached 11.6 billion m*. The Turkmen SSR is the second 
fast developing area; production having risen from 13.1 billion m? 
in 1970 to some 36 billion m® in 1974, the original goal for 1975 
was 65.1 billion. West of the Urals, fast developing fields are those 
located in the Orenburg and Komi ASSR regions. Production here 
was to increase from 8.2 billion m® in 1970 to 42.1 billion m? in 1975. 
The Orenburg fields are especially well located and discussions are 
under way with east European countries for a joint construction of 
a 3,000 km pipeline which would carry gas to the borders of Czecho- 
slovakia and Hungary. 

*1 The 1971-1975 Plan foresaw the bringing into operation of 
148.5 million tons of new production capacities (104.1 million from 
new and 44.4 million from reconstructed mines). Actually, a total of 
some 88 million tons was put into operation in the years 1971 
through 1974 (of which 34.0 million in 1973 and 19.4 million in 
1974). Notwithstanding the apparent lag in the closing of old mines, 
employment was apparently reduced by some 12 per cent, whereas 
labour productivity rose at an annual average rate of some 6.2 per 
cent in the four years. The Plan called for an average annual increase 
in labour productivity of 6.5 per cent. A contributing factor was the 
faster than planned increase of open pit mining. The share of the 
latter in total production rose between 1970 and 1973 from 26.7 to 
29.9 per cent; this is nearly the amount of the share provided for in 
the original 1975 Plan (30.9 per cent). 
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The iron and steel industry expanded production by 
some 5 per cent, the increase partly reflecting improve- 
ments in product mix. Output of pig iron, steel and 
finished products continued to rise at a rate of some 3 to 
4 per cent, remaining somewhat below the level foreseen 
in the Five-year Plan. Shortfalls occurred particularly 
in the output of steel pipes which amounted to 15.0 million 
tons in 1974. Originally, 17.5 million tons of pipes were 
expected to be produced in 1975. 


The growth of the chemical and engineering industries 
continued at a steady 11 to 12 per cent rate. Among the 
major chemical products, noteworthy trends were the 
slight acceleration (since 1972) in the growth of fertilizer 
output and the signficantly faster expansion of sulphuric 
acid, calcinated soda and caustic soda. However, in 
plastics and resins and in chemical fibres growth was 
Slower in 1974 than in the preceding уеаг.?* Some details 
on the pattern of growth of the engineering industry are 
given in the following text-table: 


Soviet Union: engineering and metal-working industry 


(Percentage change from preceding year) 


OuTPUT BY MINISTERIAL DEPARTMENTS 


ee ee ee Ea 
1974 


1971 1972 1973 Output Productivity 


Heavy industry, power 

and transport, 

machine-building . . 7 7 7 6 6 
Construction, road- 

building and civil 


en SINCE TIN О = 10 10 9 9 8 
Chemicals and petroleum 

machine-building . . 10 9 9 9 7 
Metal-tool and tool 

бы”. 10 10 11 1] 8 
Motor-vehicle industry . 16 14 13 12 10 
Tractor and farm 

machine-building . . 9 9 12 14 11 


Machine-building for 
light industry, food 
industry and house- 


hold appliances . . . 9 9 12 9 8 
Electrical equipment 
Па gous. Foe 8 8 9 9 7 


Instrument-making, 
means of automation 
and control systems 20 18 18 17 13 


22 Recent changes in the growth rate of some basic chemicals 
were as follows (per cent): 


1971 1972 1973 1974 
Chemical fertilizers ...... 12.0 8.6 9.4 11 
Plastics:andiresins ‹...... 115 9.5 13.6 7 
Chemical fibres . 8.6 10.3 lil? 7 
Sulphuric acid ; “air 5.8 И 8.5 12 
Galctamisodaee. бис 4.1 6.1 7.8 8 
Caustic soda . es а 4.8 1.8 6.4 8 
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OUTPUT OF SELECTED CATEGORIES OF PRODUCTS 
жм=——ммъъУЪ дд 


1971 1972 1973 1974 
eer eS gb Sine подс a сме ЗВ ИН aL ae АЙ ИНОЙ 
Chemical plants. . . . 13.5 7.7 ЦЕ 1 
Equipment for light 

OCG бое с 6.5 9.4 11.6 12 
Equipment for food 

PIOCESSING enn а 2.9 9.6 6.4 10 
Automation systems . . 10.4 5 13.5 14 
Computersand parts. . 27.5 34.1 35.4 34 
Metal-cutting machines . ТЯ 8.4 10.2 10 
Forging and pressing 

WEVA NES SB oc 11.0 8.8 10.1 13 
Agricultural machinery. 10.6 11.8 14.0 16 


Production of passenger-cars went up by 22 per cent 
reaching 1,119 thousand units.2* However, little change 
was reported in the output of major consumer appliances 
except for vacuum cleaners, output of which rose by 25 per 
cent. 


The growth of the light industry, although correspond- 
ing to the rate envisaged in the annual plan, was low 
when viewed in relation to the Five-year Plan target. 
Altogether the increase in production during the years 
1971 to 1974 was around 20 per cent, as compared with a 
40 per cent increase envisaged for 1975. The lag is parti- 
cularly wide in leather shoes, output of which hardly rose 
in the four years. It is considerable also in ready-made 
garments, woollen and silk fabrics and other important 
items. 

The gain in food processing was spread over a number 
of major products, the most important being meat. 


In 1974, an intensified effort was made to overcome the 
lag that had developed in the expansion of consumer- 
goods output. According to a directive of the USSR 
Council of Ministers (April 1974) directors of production 
associations and enterprises were given more leeway in 
determining product assortment. They were also given 
a greater say in fixing prices of new products. More 
funds were made available for the diversification of pro- 
duction and the financing of research and innovation. 


Increasing efficiency, speeding up of scientific and 
technological progress and improvement of methods of 
management remained in the focus of industrial policy. 
Stress was put on the saving of energy and materials. 


A number of further steps were made during the year 
to improve the industrial planning and management 
system. In September the USSR Council of Ministers 
approved a general scheme for the re-organization of 
managements of the coal, gas and oil industries. In line 


23 In 1973, with a production of 917 thousand units, exports 
amounted to 248.1 thousand. The comparable figures for 1972 were 
730.1 and 204.8 thousand units respectively. 

24 As compared with 1973, a greater number of automated man- 
agement systems was introduced (610 units against 423 units) anda 
higher number of articles awarded the State mark of quality (13.2 
thousand against 8.6 thousand). About 4,000 models of new types of 
machines, equipment, apparatus and instruments were put into 
operation and around 1,800 obsolete types withdrawn. In 1973, the 
number of new models was identical but the number of withdrawals 


was lower (1,500 items). 
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with the 1973 Decree on the re-organization of industrial 
management,”* about 1,600 enterprises in the coal indus- 
try, 200 in the gas industry and 300 in the oil industry 
are to be amalgamated into larger units. Altogether, 
111 production associations are to be formed (of which 
47 in coal, 42 in gas and 22 in oil) which are to become 
the basic legal and operative entity.** 


A new efficiency index designed in most cases to replace 
the profitability index was introduced at the beginning 
of 1975. The new index will be geared to changes in 
production costs and thus should make it possible to link 
incentive payments more directly to savings of labour and 
material inputs than was possible by means of the pro- 
fitability index. 


In a measure designed to improve cost accounting and 
to provide conditions for speedier replacement of obsolete 
equipment, effective 1 January 1975, new amortization 
rates were introduced and newly established values of 
fixed assets taken as a base for the determination of 
amortization сВагоез.? The measures will result in an 
increase in amortization funds*® partly reflecting higher 
depreciation norms for equipment and partly upward 
adjustments in the value of fixed assets. However, for the 
time being at least, the proportion of funds available to 
enterprises for investment purposes will remain un- 
changed. *° The expected effect in terms of investment 
finance is an increase in the proportion of funds available 
for replacements and a corresponding decline in the pro- 
portion available for capital repairs.*° 


On 26 April, the State Committee on Prices put into 
effect a new method for determining wholesale prices for 
new technologically advanced products. This method 
provides greater flexibility in linking incentive payments 
to high quality production. 


The creation of a special central institute for energy 
problems should also be mentioned. The task of this 
institute is to elaborate programmes for the development 


25 See Economic Survey of Europe т 1973, рр. 105 and 106. 


*6 A statute defining the rights and responsibilities of production 
associations was issued on 27 March 1974. According to this, 
enterprises and organizations when forming production associations 
cease to be legal entities and relinquish most of the prerogatives 
which they enjoyed. 


27 The new value of fixed assets represents the revalued at replace- 
ment cost value of assets as of 1 January 1972, corrected for additions 
and retirements in the three following years. The revaluation was 
based on tariffs introduced on 1 July 1967, with adjustments for 
changes in prices of industrial products made as of 1 January 1970 
and of construction tariffs introduced 1 January 1969. The replaced 
figures represented book values obtained on the basis of the 1 Janu- 
ary 1960 Census. The latter was taken in terms of replacement values 
expressed in prices as of July 1955 and some tariffs of 1956. Subse- 
quent additions were made in prices of the current year. The old 
amortization norms were introduced in 1963. 


ee And a corresponding reduction of profits. It was reported that 
industrial profits will decline on the average by 4.6 per cent. 


29 Payments into the budget as well as into various development 
and welfare funds are to be unaffected. For this purpose a number of 
“normative coefficients” relating to the distribution of amortization 
funds and profits have been modified. 


30 a и = В Е 

In the economy as a whole, the share of amortization charges for 
replacement is to increase from 52 to 60 per cent. Correspondingly, 
the share for capital repairs will decline from 48 to 40 per cent. 


of energy resources and recommend energy conservation 
measures. 


In the Byelorussian SSR, industrial production rose by 
9.9 per cent in 1974, against a planned 8 per cent. Labour 
productivity in industry rose by 7.6 per cent compared 
with a planned 6.5 per cent. Faster growth was reported 
(ministerial subdivision) in chemicals and petro-chemicals 
(18 per cent), engineering and metal works (15 per cent), 
and construction materials (12 per cent). Production of 
electricity rose by 7 per cent and crude oil by 12 per cent. 


In the Ukrainian SSR, industrial output grew by 7.6 per 
cent as against 7.2 per cent planned. Labour productivity 
increased by 5.9 per cent. Growth was fastest in engi- 
neering (13 per cent) and chemicals (12 per cent). Pro- 
duction of electricity rose by 5 per cent. 


EAST EUROPEAN COUNTRIES 


Albanian industry expanded production in 1974 by 
7.3 per cent, the lowest rate for a number of years. 
Although the slow-down was kept within the limits fore- 
seen in the annual plan, bottlenecks have accumulated, 
resulting in the setting of the target for the current year 
at only 4.4 per cent. While no precise data are available, 
it would appear that the performance of most branches 
was affected. A shortfall in electricity output is particu- 
larly in evidence. Also, the reported 8 per cent increase 
(5 per cent planned for 1975) in engineering output 
contrasts sharply with the much higher rate attained by 
this industry in the past. The data available on changes 
in output by branches are shown in the text-table on the 
next page. 


The volume of Bulgarian industrial output expanded 
by 8.5 per cent, against 11 per cent envisaged in the 
annual plan.*t Over-all performance was influenced by 
the unprecedented drought and the resulting shortage of 
agricultural raw materials. 


Output of electricity, after having stagnated in 1973, 
rose by 4.1 per cent. 3? The recovery of the fuel industry, 
after the decline (14 per cent) suffered in 1973, was slow. 
Output of coal was lower and total oil imports at the 
level of 1972 although imports of oil from the Soviet 
Union increased sharply. ** However, large imports of 


31 The plan was apparently revised during the year since, according 
to the plan-fulfilment report, output was 0.6 per cent higher than 
planned. 

32 The slow growth in the last two years was partly due to low 
water levels affecting production of hydro-electric power stations. 
Also, a broad shift appears to have started from liquid to solid 
fuels. In 1974, production capacity was augmented by the comple- 
tion of the first nuclear power station at Kozloduy with a reactor of 
440 MW capacity, two hydro-electric power plants, the ‘‘Belmeken- 
Sestrino Cascade” and the “‘Antonivanotsi” stations, and the “Мда” 
installation which is, so far, the largest electric distribution system. 

33 Imports of oil and oil products were as follows (in millions of 
tons): 


1974 
1970 1971 1972 1973 preliminary 
Total 8.77 10.10 10.64 9.65 10.5 
of which: 
fromthe Soviet Union 7.05 7.96 7.95 7.51 9.5 
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Albania: Growth of output by branches 


(Annual percentage change) 


er SSNS Me 


Tore 5 ‚1975 Weight 

о И 
Power ean ee 21,3 182 16.2 18 6 6 15.6 95 
Ole, ЕН ee ise ewe soe Gs 7 104 68 
Coal AO BRIS ee соо fi is omens 
Chrome aa A es 9.3 8.8 13 ily 10 17.5 0.8 
Conhet Soma orn 25 ga cs 5 6 7 «AS 
Ferro-nickel и. све: 227 0.8 ре 5 137 167 
Engineering... . оо ee erie 9 8 5 isa, Bos 
ОО 5 опий 13.4 ees) oe xe 8 17.7 25) 
Construction materials .. 21.1 18.5 15 ie 15.0 6.4 
Glass and ceramics . . . . 16.6 26.9 sf ae В 19.3 0.8 
Wood Caw eevee с ав he 10.1 3.8 ae oe aan 6.8 79 
И ео, Порри” Вь Я 6.4 эй ie bi ых 71 22.0 
и eb О, 10.308 eto fy 5 71 294 
а le о. # я 14 


а Electricity, crude oil, chromite, blister copper and nickel ore are in physical units. 


natural gas provided a welcome addition to the country’s 
energy supply. ** 

Slower growth of the engineering and food industries 
accounted for the change in the growth rate of Bulgarian 
industry between 1973 and 1974. The relative energy- 
intensive branches, after a rather poor performance in 
1973, put up a better performance in 1974. Although it 
did not expand as rapidly as planned, the chemical indus- 
try did expand production by 14.5 per cent, large increases 
being reported in the output of synthetic fibres, calcinated 
soda, sulphuric acid and chemical fertilizers. A faster 
growth also took place in construction materials and, 
judging from incomplete data, in metallurgy, paper and 
glass industries. 


In February 1974, a Decree was issued by the Central 
Committee of the Bulgarian Communist Party and the 
Council of Ministers on the strengthening of the functions 
of industrial ministries. Another policy measure was that 
of the Central Committee of the B.C.P. issued in August 
on the saving of raw and other materials. The Decree 
calls, among other things, for a re-assessment of produc- 
tion lines with an eye to increasing the share of products 
requiring relatively few raw materials, revision of norms 
of material inputs and the creation of raw material re- 


34 This was made possible by the completion of a natural gas 
pipeline carrying gas from the Soviet Union. By the end of the year, 
500 million m® of gas were delivered to Bulgaria and the planned 
delivery for 1975 is 3 billion m*. The pipeline is eventually to be 
connected with the Tyumen deposits in the Soviet Union. The 
length within Bulgaria is 458 km in a semi-circle through the north- 
west part of the country. The Vratsa chemical combine, the Zlatna 
Panega cement plant and the Devnya thermal power station are 
already operating on Soviet gas. By January 1975, the first quantities 
of natural gas were delivered to industry in Sofia. By the end of the 
seventh five-year plan and with the construction of a second pipeline, 
Bulgaria will receive about 6 billion cu.m. of gas annually 


serves. Measures to increase the role of prices are envis- 
aged so that they can better serve as instruments for the 
economic use of energy and raw materials. 


In Czechoslovakia, gross industrial production rose by 
6.2 per cent, centrally planned output rising at about the 
same percentage, marginally faster than envisaged in the 
annual plan. Industrial sales (at the centrally planned 
level) rose by 6.5 per cent, reflecting a slightly faster 
growth of final deliveries than of intermediate deliveries. 
Deliveries to the domestic market and investment 
expanded at a faster rate, while those for export rose at 
about the same rate as in the preceding year (table 2.10). 


Electricity output rose by 4.8 per cent with electricity 
supplies rising by 7.7 per cent, following a continued 
steep rise in net imports.*® Coal output rose by 1.1 per 
cent, a modest gain which nonetheless contrasted with 
the trend in the two preceding years ** and, while no data 


35 Great efforts are being made in Czechoslovakia to overcome the 
lag that has developed in the past few years in electric power supply. 
According to present plans, electricity generation is to reach 86 bil- 
lion kWh in 1980, a 54 per cent increase over the 1974 level. In 1975, 
1400 MW of new capacity is to be put into operation and another 
5000 MW up to 1980. The longer-term programme calls for the 
installation of 6,500 MW in the period 1981-1985. In all, nine large 
electric power stations will be built, two nuclear, four thermal and 
three hydro-electric. By 1978 the Jaslovske Bohunice atomic power 
station is to be completed. Before 1980, the first block of the Duko- 
vany atomic station will apparently also be put into operation 
(construction started in 1974). Czechoslovakia takes an active part 
in the CMEA programme of construction of light water reactors. 
In the period 1975-1980, Czechoslovakia is to produce some 25 to 
40 per cent of the equipment for all the reactors to be installed. 
After 1980, it is to play an important role in the breeder reactor 
programme. 

36 Present plans call for an increase in output of 10 million tons by 
1980 to a level of some 120 million tons. Most of the increase will 
come from open-cast mining, although from a much increased depth. 
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TABLE 2.10 


Changes in the volume of industrial deliveries 


(Annual percentage changes) 
a ва Е 


Total 


Intermediate 


Final 


For personal 


consumption Investment — Exports 


Total 


я es Sn a en en 


Czechoslovakia 
Percentage of total in 1973. . . 100.0 
Е Ка 6.6 
о М 55 
а ata а 5.4 
NOV ARR о о 6.5 
Hungary 
Percentage of totalin 1973. . . 100.0 
ARE Pn one ee ee ee 6.5 
(Sap Pa Ree eee ce oe 5 
CHEM SOR Si beeen css 6.2 
G4 eae ean ae eran eee 8.7 


63.6 36.4 15.6 4.4 12.6 
6.7 6.4 9.5 6.2 10.2 
5.0 6.4 5.4 5.9 8.2 
5:3 5.6 4.8 ПУ 5.8 
6.2 7.0 6.5 12.8 6.0 

49.9 5! 23.0 5 23.9 
6.8 6.0 4.8 4.9 Tes, 
1.2 10.0 6.1 10.5 т 
4.6 7.0 Ted) 3.4 8.6 
9.6 0.5 7.9 7.1 ТЕ 


Sources: National statistics. 


are available on oil imports, it would appear that the latter 
rose at a slower rate than in 1973.37 


Changes in the pattern of industrial expansion were 
characterized by a faster growth of output of non-ferrous 
metals and construction materials, and a slower growth 
of the chemical and clothing industries. Changes in the 
growth rate of other branches were not very significant. 
The engineering industry was the most dynamic, expand- 
ing production by 8.4 per cent, output of machine tools 
with programmed control rising by 28.4 per cent and of 
equipment for the chemical industry by 17.1 per cent. 
The slow-down in the growth of chemical output was 
partly due to a delay in putting new capacities into opera- 
tion. Nonetheless, output of nitrogenous fertilizers rose 
by 9.9 per cent and that of resins and plastics by 9.5 per 
cent. 


On 26 September 1974, a Decree was issued to go into 
effect as of | January 1975, concerning changes in the 
industrial organization and the introduction of new 
statutes for production units. The Decree preserves both 
existing forms of production units—‘‘trusts’*® and 
“branch enterprises’”**—and established a new type, 
“concerns”. The latter is an economic as well as a legal 
unit divided into enterprises which, however, continue to 
possess some legal prerogatives. The relationships within 


37 It was stated that crude oil imports from the Soviet Union were 
planned in the same quantity as in 1973 (Rudé Prdvo, 20 March 
1974). 


38 A “trust” represents a grouping of legally independent enter- 
prises headed by a directorate. 

39 There are branch enterprises with and without affiliated organi- 
zations. The relations between a branch enterprise and its affiliated 
organization are similar to those between the directorate of a trust 
and the subsidiary units. A branch enterprise without affiliated 
organization is an economic as well as a legal unit. 


“concerns” are regulated by statutes. But in order to 
assure more flexible relations among enterprises belonging 
to a “‘concern”’, they can also be regulated by the general 
director to the extent permitted in the code. The changes 
aim at providing conditions for greater concentration and 
specialization in production and rationalization of man- 
agement methods. 


The reform of the wholesale price system begun in 
1973 * was reported on schedule and will be completed 
in the current year. 


Measures to achieve greater economy in energy with 
regard to fuel were outlined in a programme adopted in 
the May plenum of the C.P.Cz. According to this pro- 
gramme, a total of 2.3 million tons of coal equivalent is 
to be saved in 1974 and 1975 by such means as reconstruc- 
tion and replacement of boilers, replacement of diesel 
and electric by steam engines, utilization of waste heat 
and application of semi-conductor technology. According 
to a Government Decree, enterprises and organizations 
were to reduce by 10 per cent their consumption of petrol 
and diesel oil as against the original 1974 quotas. 


In the German Democratic Republic, industrial produc- 
tion rose in 1974 by 7.4 per cent, a slight improvement 
over the preceding year. Output and labour productivity 
within the scope of enterprises under ministerial manage- 
ment went up by 7.4 and 6.3 per cent respectively, against 
6.7 and 6.0 per cent provided for in the annual plan. 

There was an evident strain on fuel and raw materials 
supply, mainly in connexion with restrictions which it 
was necessary to impose on imports from outside the area. 
According to the plan-fulfilment report, industries supply- 
ing intermediate goods performed well, thus contributing 
to a smoother operation in over-all industrial performance. 


4% See Economic Survey of Europe т 1973. р. 107. 


However, in certain areas production and import backlogs 
have developed which made it necessary to chan ge planned 


production assortments and/or to substitute one type of 
input for another. 


Output of electricity rose by 4.4 per cent against 5.6 per 
cent in 1973 “4 and, while no precise data are available, 
it would appear that output of brown coal (accounting 
for 80 per cent of the country’s fuel supply) increased 
only slightly. 4? Output of natural gas rose but at a much 
slower rate than in the preceding year.*® The increase 
in oil supplies was evidently also lower. While oil imports 
from the Soviet Union continued to expand rapidly, those 
from other areas, already reduced in 1973, hardly seem 
to have recovered in 1974.44 


According to the classification used by the German 
Democratic Republic, developments by branches are 
shown in the table below: 


German Democratic Republic: industrial growth by branches а 


(Percentage change from preceding year) 


1971 1972 1973 1974 

Blecthicitvand tue! = <2. . 1 1 6 3 
Metallurgy ene) 2 eer). 8 6 9 7 
General machine-building and 

transport equipment ... . 5 6 10 7 
Electro-technical engineering and 

electronics sera ла LO 10 12 10 
свеса нь се: A seek 6 8 9 10 
Construction materials ... . 7 4 5 8 
Light (except textiles) 5 7 9 8 
POX TNESWeteL.. 3:1 В. 4 6 4 7 
Food 6 6 6 6 


а Data adjusted for the number of working days. 


A notable trend in the development of the German 
Democratic Republic’s industry in the last two or three 
years is the accelerated growth of consumer-goods output. 
The light industry expanded production by 9 per cent. 
(This reflected a high level of completion of production 


41 Electricity generated in 1974 included the full annual yield of the 
first atomic power unit of 440 MW put into operation at the end of 
1973 at “‘Bruno-Lauschner” plant. In the course of 1974, a second 
unit of equal capacity had a trial run. 

42 Bad weather conditions for open-cast mining were reported 
to have hampered production. 

43 Growth was 93 per cent in 1971, 72 per cent in 1972, 35 per cent 
in 1973. The Plan for 1974, envisaged a growth of some 15 to 18 per 
cent, to reach a level of 8,260 million па? and the 1975 Plan foresees 
production of only 8,000 million m?. 

44 It was reported that in 1974 the Soviet Union covered 90 per cent 
of the German Democratic Republic’s oil requirements. In 1974, the 
comparable figure was 80 per cent and in 1972 it was 75 per cent. 
The average price of crude oil imported by the German Democratic 
Republic from world markets was reported to have risen from 
36 foreign exchange marks in 1972 to 192 marks in 1974 (Neues 
Deutschland, 13 December 1974). Some slackening in the growth of 
crude oil imports is indicated by the following figures relating to the 
volume of oil refining. 


1972 1973 1974 1975 

actual Plan Plan Plan 

де 8.0 
Millions of tons . 12.7 14.5 16.4 1g 0 
14.2 13.1 9.8 


Percentage increase. 


capacities.) Output of furniture (included here in the 
total) rose by 12 per cent and that of consumer glass and 
ceramics (in short supply) by 9 per cent. Also, the chemical 
industry has been growing at a faster rate with the 
consumer-goods section showing a gain that is above the 
branch average. In 1974, a significant expansion was 
registered in the output of a number of basic chemical 
products, especially synthetic fibres, potash and nitro- 
genous fertilizers. Electro-technical engineering and 
electronics remained in the van of industrial expansion 


but general machine building performed less favourably 
than in 1973. 


In Hungary industrial expansion gained momentum in 
1974, the growth rate increasing from 7 to 8.2 per cent 
as compared with a rate of 5.5-6 per cent envisaged in 
the Plan. The growth rate of industrial sales was stepped 
up from 6.2 to 8.7 per cent, reflecting an increase in inter- 
mediate deliveries (table 2.10). The growth of final 
deliveries remained at 7.5 per cent, deliveries to the 
consumer market expanded at about the same rate, and 
deliveries for investment at a faster rate than in 1973. 
The export performance has been disappointing in view 
of a sharply deteriorating balance of trade, the result 
mostly of worsened terms of trade with market economies. 
A re-dressing is to be expected in the current year, the 
plan emphasizing the importance of increasing exports. 
Investment deliveries of machinery and equipment, after 
having declined by 2.3 per cent in 1973, expanded by 
12 per cent in 1974, whereas deliveries of construction 
materials must have risen by some 8 per cent, up from 
about 5 per cent. 


Electricity output rose by 7.4 per cent with net imports 
rising apparently by the same proportion.*® However, 
new generating capacity of 530 MW was put into opera- 
tion, representing as much as 16.4 per cent of the stock 
existing at the end of 1973.46 The growth of fuel supplies 
slackened. Coal output, after having risen by 3.6 per 
cent in 1973, declined by 3.8 per cent in 1974, whereas 
the growth rate of natural gas output declined from 17.1 to 
5.8 per cent.47 Output of crude oil remained at the level 
of 2.0 million tons, and crude oil imports rose by 4 per 
cent—against 8.1 per cent in 1973.18 


45 Hungary is the largest importer of electricity in the area. Produc- 
tion and imports were as follows in recent years (in billion kWh): 


1970 1971 1972 1973 1974 

Production 14.54 1499 16.32 17.64 18.90 
Imports 3.41 4.39 4.77 4.84 

of which: 

From Soviet 

Union о В 4.02 4.11 4.18 4.50а 

О Юм бо o 8 0.17 0.3 0.23 
-а Plan. 


46 During the year, work began on the construction of the first 
atomic power plant at Paks. The planned initial capacity of this 
station is now 1,760 MW instead of the original 880 MW. The first 
generating unit of 440 MW is to be put into operation in 1980. 


47 Gas imports were small: they remained at the level of 200 mil- 
Поп газ. 

48 No data are available оп imports of oil products. Imports of 
oil and oil products from the Soviet Union were planned at some 
6.3 million tons, i.e. at the 1973 level (6.8 million tons are planned 
for 1975). During the year an agreement was reached on the con- 
struction of the “Adria” pipeline which will carry oil from the Middle 
East and North Africa to Yugoslavia, Hungary and Czechoslovakia 
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Changes in the growth pattern included a much faster 
growth of engineering and a slower growth of the mining, 
paper and light industries. Output of metallurgy rose by 
9.4 per cent, reflecting a continued fast growth of alu- 
minium production (around 22 per cent in 1973 and in 
1974). The faster growth of engineering reflected a better 
performance in all major sections, in particular in tele- 
communications, vacuum engineering and electric machin- 
ery. *® The chemical industry expanded by 9.4 per cent, 
output of chemical fibres rising as much as 47 per cent. 
However, slow growth was registered in the output of 
basic chemicals, with the output of fertilizers declining 
slightly. The wood industry was the fastest growing 
branch, its growth rate accelerating from 10.8 to 13.4 per 
cent. The decline in the growth rate of the light industry 
was spread over all major sections. 


Data made available in the course of the year permit 
the appraisal of the progress made so far with respect to 
some of the ‘‘development programmes” which have been 
undertaken in the course of the present Five-year Plan.*° 
The programmes were drawn up with the emphasis on 
reconstruction and modernization and/or greater inter- 
national specialization and, as the figures below show, 
growth was faster in enterprises covered by the pro- 
gramme than in industry as a whole: 


Increase in output related to central development programmes 


1973 1974 
1970 19734 

AMGuStryatOtal а ее 120.5 107.7 

Programme: 

Море ес. п ое 124.6 110.4 
@omputemengincentn Бо ьообее 126.9 116.5 
АИ о с ле 129.8 LSI 
ОО ЕО оо бо conten ena 142.0 109.7 


а Half-year. 


While shielding the domestic price level from the effects 
of increases in world market prices currently presents a 


49 Recent changes in output by major sections were as follows 
(percentage change): 


1971 1972 1973 1974 
Machinery and installations. . 6.9 2.2 29 4.8 
Transport equipment. .... 6.9 9.1 Tee 14.6 
Electric machinery. ..... 9.2 Зы! 5.0 10.6 
Telecommunications and 
vacuum engineering 10.4 10.1 8.9 24.7 
Precision engineering. .... 7.3 8.1 8.3 13 
Metaliproductssm came eee S55) —8.6 6.7 7.0 


In 1974, output of buses rose by 16.2 per cent to a total of 9,039 
units, nearly 90 per cent of which were exported. In 1975 production 
will apparently easily attain the goal of between 10 thousand and 
11 thousand units provided for in the “special development pro- 
gramme’. The aim of this programme is to assure for Hungary the 
leading position within the CMEA countries in the manufacture of 
buses. 

50 п addition to the programmes listed in the table there is in 
operation a natural gas programme and a programme for the recon- 
struction and modernization of the textile and clothing industries. 
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difficult problem everywhere, its ramifications have been 
particularly adverse in Hungary where prices play a 
significant role in the allocation of resources.** To counter 
this, from January 1975 producer prices are to be re- 
adjusted to reflect closer changes in import costs. The 
average increase has been estimated at some 8 per cent 5* 
with the largest increases in hydro-carbons,** metallur- 
gical products, basic chemicals and textile materials. In 
order that the higher prices do not lead to an excessive 
decline in enterprise profitability, the impact is partly to 
be counter-balanced by special refunds and a general 
33 per cent reduction in the levy on fixed assets. Owing 
to these measures, consumer prices are expected to rise 
by only 3.6 per cent. 


A Decree was issued relating to energy management 
and the appointment of an energy supervising body. The 
energy rationalization programme (in force for a number 
of years) is to be re-organized and measures taken to 
replace where possible oil and oil products by other 
fuels.°* Moreover, energy savings investments have been 
designated as a priority programme: according to pre- 
liminary estimates the share of investment in energy is to 
rise from 12 to some 14 to 15 per cent of the total between 
1976 and 1980.55 


The problem of stock management attracted particu- 
larly close attention in 1974. Unwarranted stockpiling 
led to the introduction in some areas of special measures 
of control. 


Polish industry continued to expand very rapidly in 
1974. Gross industrial production rose by 11.6 per cent 
and industrial sales, currently serving as the main plan 


51 Tt has been pointed out, for instance, that excessive amounts of 
subsidies tend to reduce the effectiveness of economic impulses and 
impair economic considerations. Enterprises not feeling the rise in 
prices of fuel and raw materials have tended not to take into account 
sufficiently the need for a change in technology, production and 
trade patterns. 


52 In 1974, industrial producer prices rose by an average of 3.3 per 
cent and in 1973 by 3.0 percent. The rise has kept at a moderate level 
by means of budgetary subsidies. 

53 The old and new producer prices for hydro-carbons are (forints 
per ton, except for natural gas which is expressed in forints per 
1,000 паз): 


Old New 
Crude ое о еек 716 1430 
Buel Оо о ЕЕ 850 1240 
Dreselioil oes Shree ee Е 2620 3800 
ЫСаУУ Olea ene 1400 2450 
базе 3 sc. = us ae eS eee от dus 4 054 5 676 
Naturallgas' с ен 757 1105 


Source: Pénziigyi Szemle, June 1974. 


д notable feature of the present programme is the institution of 
energy advisers in production units consuming above 5 million 
forints’ worth of energy. 


cl In 1975 the completion of a number of major investments 
relating to energy supplies is envisaged. Included here is the first 
Stage of the Soviet-Hungarian natural gas pipeline designed to carry 
one billion m® of gas from the Soviet Union; the Thorez open-cast 
mine to produce 7.5 million tons of lignite annually for the Gagarin 
thermal power station; and the Inota gas turbine power station. The 
building of a 750 KW power line as part of an international electric 
grid is to begin in 1975. The line is scheduled to be brought into 
operation in 1978. 
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indicator, rose by 12.2 per cent—somewhat above the 
comparable 1973 figure and exceeding the plan target by 
a significant margin. A notable feature was the relatively 
low, and less than planned, increase in industrial employ- 
ment. The latter rose by 2.4 per cent while the gross 
output per man expanded by as much as 9 per cent. 


Sales to the consumer market expanded by 13.1 per 
cent, once again exceeding the growth of total sales. 
However, with the fast expansion of money incomes, 
demand pressure persisted, having some adverse effect on 
the quality and assortment of supplies. Export sales also 
expanded at an above average rate and faster than in 
1973. Although no data in constant prices are available, 
it would appear that all branches of heavy industry 
expanded their exports at faster rates than production.®* 
A further shift is to be expected in the current year with 
structural transformation being, to a greater extent than 
in the past two years, geared towards rising exports and 
reducing imports. 


Electricity output grew in 1974 by 8.6 per cent; addi- 
tions to capacity apparently were sufficient to keep up 
with peak-hour requirements.°? Coal output went up from 
195.8 to 201.8 million tons,°* but the total fuel supply 
was barely higher than in 1973. Coal exports went up 
from 40.8 to 45.3 million tons, while crude oil imports 
declined from 11.1 to 10.6 million tons.** A decline also 
took place in the output of natural gas (from 6.0 to 
5.7 billion m*) which however was compensated by a rise 
in imports (from 1.7 to 2.1 billion поз). 


56 Some data on exports and imports by branches are given below 
(current prices, percentage increase over the preceding year): 


1973 1974 

Fuel and energy 

Exports 9.7 62.6 

Imports 25.6 27.3 
Metallurgy 

Exports 18.9 40.4 

Imports 34.9 49.6 
Engineering 

Exports 16.7 23.1 

Imports 39.4 24.6 
Chemical : 

Exports о 22.8 48.3 

оС сы с оо о оС PN) 70.9 


57 During the year, six generating units with a total capacity of 
1,200 MW were put into operation, to which some increase resulting 
from reconstruction and modernization has to be added. With 
abundant coal resources, Poland was the last to embark on an 
atomic plant construction programme, an agreement with the 
Soviet Union concluded in February calls for the completion of the 
first nuclear power block (440 MW) by 1983. Present plans call for 
an accelerated expansion of thermal power stations with a total of 
13 thousand MW to be put into operation in 1976-1980. This should 
enable Poland to become a substantial exporter. 

58 Output of hard coal was 162.0 million tons and that of brown 
coal was 39.8 million tons. 


59 According to preliminary data, imports ¢ ‹ 
declined from 14.2 to 13.4 million tons. This was the result of a 
decline of imports from the Soviet Union from 11.9 to 10.6 million 
tons and an increase of imports from world markets from 2.3. to 
28 million tons. Oil refining expanded from 10.9 to 11.4 million 


tons. 


ts of oil and oil products 


| Developments by branches are illustrated by the follow- 
ing data on changes in sales by ministerial departments. 


Poland: Industrial sales by ministerial departments 


(Percentage change) 
т io TOIT ap) hos eB Es ey 


1973 1974 
Ministry 
Mining andvenergy sane nano nanny IS) 7.8 
ИИ © mem nen ь ТТ 10.7 
ПЕ О И 9 роб en 16.5 17.0 
Chemica] an eee a ne, и Ри 1929) 12.5 
POLES try ald О Ом в маю с 10.0 12.9 
ght ea pee ce о и 13.0 135) 
Боо4 ап4 procurements. ........ 11.3 8.2 
Construction and construction materials . . 14.9 16.8 


Changes in the branch pattern of expansion were evi- 
dently small, except for the indicated slow-down in food 
processing. Metallurgy expanded again, apparently, by 
some 11 per cent,®° output of electrolytic copper rising 
by 24.4 рег cent.*! The growth of the engineering industry 
remained above 15 per cent, large gains being registered 
in computers and equipment (36.8 per cent), automatic 
guidance and control (20.2 per cent) and agricultural 
machinery (19.5 рег cent).*? Output of mining equipment 
rose by 13.5 per cent and that of sea-going ships by 
6.5 per cent.6* Output of passenger-cars, after having 
risen by 25.6 per cent in 1973, grew by a further 17.6 per 
cent in 1974.°* However, expansion of output of consumer 
appliances was sluggish. The chemical industry expanded 
at a steady 12 per cent rate, output of plastics and resins, 
synthetic fibres and pharmaceuticals increasing steeply.® 
The wood and light industries continued to perform well. 
Deceleration in the food industry may well have resulted 
from the levelling off in the output of alcoholic drinks 
and possibly a decline in the output of sugar. Industrial 
meat output, after having risen by 13.2 per cent in 1973, 
rose by a further 15 per cent in 1974. 


60 It appears in the table on industrial sales under “Веауу indus- 
try”. 

61 From 156.4 to 194.5 thousand tons. Copper became, after coal, 
the second largest mining industry. Its potential is considerable 
owing to the development of new deposits in the Lublin-Glogow 
region. 

62 The acceleration in output of agricultural machinery reflects the 
renewed emphasis on the development of agriculture. According to 
present plans, output of agricultural machinery (including tractors) 
is to double between 1976 and 1980. 

63 Shipbuilding accounts for 4.2 per cent of engineering output. 
About 75 to 80 per cent of output is exported predominantly to 
centrally planned economies. Industrial co-operation with the Soviet 
Union relates to a large extent to ship automation. 

64 A total of 132.8 thousand vehicles were produced, of which 
41.7 thousand were exported. The planned figure was 170 thousand 
By 1980, production is to expand to 430 thousand units. 

65 Но\еуег, the expansion of fertilizer production was a modest 
5 per cent and below target. A re-dressing in this area is to be 
expected in connexion with the programme which was inaugurated 
for accelerated development of agriculture and food processing. 
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Available data on changes in the value of sales expressed 
in current prices suggest that the level of industrial whole- 
sale (producer) prices went up by around 5 per cent in 
1974. The increase was concentrated on energy and fuel, 
where the average price increase was apparently around 
20 per cent, and to a lesser extent on the light and food- 
processing industries where prices rose by around 5 and 
10 per cent, respectively. 


The number of “‘piloting’”’ associations and enterprises 
has been further enlarged to the extent that by the end 
of the year there were 74 such units accounting for as 
much as 50 per cent of gross industrial production.** In 
effect, from a testing ground these organizations became 
the fore-runners in what apparently is to become a general 
application of new principles of planning and manage- 
ment.*? The good results achieved by these units were 
stressed in official announcements, and it is envisaged 
that another 39 large economic organizations will form 
the group in 1975. 


Industrial production in Romania showed a further 
impressive gain in 1974. Although the 15 per cent growth 
rate was somewhat less than envisaged in the annual plan, 
it significantly exceeded the provision of the Five-year 
Plan. However, the growth of industrial employment 
again was very fast, an achievement that probably cannot 
be maintained over a longer period of time. 


The securing of an adequate supply of raw materials 
represents another and more pressing problem. With the 
fastest rate of industrial expansion in the area, the demand 
for imports of energy and raw materials has been rising 
particularly fast in Romania and, consequently, the effect 
of the rise in the level of world prices has been felt 
particularly there. Stringent measures to economize on 
energy and raw materials were introduced as early as 
November 1973, and considerable success was reported 
in this area.** 


The growth rate of electricity output underwent a 
further decline from 7.7 to 5.4 per cent.*® Domestic fuel 
output rose at about 4 per cent, the rate of the preceding 
year.”° And, although no precise data are available, it 


86 Ву the end of 1973 there were 49 units accounting for 20 per cent 
of industrial production. 


87 Some detail on these principles was presented in the Economic 
Survey of Europe in 1973, p. 110. 


88 Savings on fuel and raw materials to the amount of 6 billion lei 
were reported for 1974 and the 1975 Plan foresees an economy of 
10.2 billion lei. The figures represent 1.2 and 1.7 per cent respectively 
of the actual or planned gross value of industrial production. 


8? Among the countries in the area, Romania has the relatively 
highest consumption of liquid fuels in the generation of electricity. 
The share of liquid fuels is to be reduced from the present 50 to some 
33 per cent by 1980. In 1978 the first unit of a nuclear power plant 
with a capacity of 440 MW is to be commissioned. 

70 Coal output rose by 8.2 per cent, crude oil by 1.4 per cent and 
natural gas by 3.0 per cent. In 1973, the corresponding figures were 
7.3, 1.1 and 5.5 per cent respectively. 
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would appear that for the first time the volume of crude 
oil imports exceeded the volume of exports of oil products.”* 


Few changes are indicated in the branch pattern of 
industrial expansion. Asin 1973, the engineering, chemical 
and light industries expanded at an above-average rate 
and electricity, fuel, wood and paper, and food at below- 
average rates. Output of metallurgy expanded at 12.6 per 
cent, reflecting a continued acceleration in the non-ferrous 
metals section, notable being the 32.5 per cent rise in 
aluminium output (from 141.2 to 187 thousand tons). 
In engineering, leading sections were automation and 
control equipment, output of which rose by 48.9 per cent, 
and metal-cutting and pressing machines (43 per cent). 
In chemicals, a notable rise was registered in chemical 
fibres (37.8 per cent). Output of fertilizers rose by 13.6 per 
cent, whereas that of plastics and resins declined by 9.8 per 
cent. Taken together, the wood and paper industry 
expanded production by 7 per cent. The supply of paper 
was inadequate and restriction on consumption was 
necessary.”* The favourable performance of the light 
industry reflected fast expansion of clothing output. 


New producer prices of oil, oil products and products 
of mining came into effect оп 1 January 1974.7* These 
were followed in July by price adjustments in the lumber 
industry (an average increase of 34 per cent) and in 
building materials (a rise of 16.5 per cent). Further 
adjustments are to be introduced progressively, with the 
object of bringing prices into closer alignment with costs. 


In a related measure aiming at greater economy in the 
use of materials per unit of output, as from January 1974, 
a new plan indicator, that of “‘net output’, was introduced 
in all enterprises under central administration. This 
followed its successful application on an experimental 
basis in a selected group of enterprises during 1973. While 
bonuses and special remunerations continue to be geared 
to the “‘gross output” indicator, experiments are being 
made to use the new indicator also for this purpose. 


71 Exports and imports of crude oil and oil products have been as 
follows (million tons): 


1970 1971 1972 1973 1974 
Imports 2.29 2.86 2.87 4.14 с. 6.0 
Exports 5.35 5.35 5.08 4.93 


ТА campaign was undertaken to collect waste-paper for ге- 
cycling. The aim is eventually to cover 25 per cent of requirements 
from this source. 


73 The most important changes were as follows (31 December 
1973 ==100): 


Crude oil (domestic) 159.8 
Crude oil (imported) 449.4 
Crude oil (average refinery) 215.35 
Methane gas (extracted) . 197.8 
Petroleum products (average) 189.0 
of which: 
Gasolene 201.0 
Diesel 200.0 
Kerosene 200.0 
Fuel oil 200.0 
Coal eae: 117.4 
Non-ferrous ores 154.0 
Ferrous ores . 114.0 


Non-metallic minerals . 130.7 


3. CONSUMERS’ INCOMES AND SUPPLIES 


In the first four years of the current plan period the real 
income of the population 74 in the Soviet Union and east 
European countries developed broadly in line with the 
1971-1975 Plans. The reported increase in 1974 was 
around 4 per cent per head in the Soviet Union and 
Czechoslovakia which was lower than the average of the 
three preceding years. It rose 5-6 per cent in the German 
Democratic Republic and Bulgaria, and still higher in 
Romania (9 per cent) and in Poland and Hungary (about 
7 per cent) (table 3.1). These substantial increases in the 
per capita real income of the population in eastern Europe 
in 1974 generally occurred in conditions of continuing 
financial, income and price stability. 


(i) Incomes and savings 


The total money income of the population rose between 
4 and 14 per cent in all countries of the area in 1974. 
Retail price levels remained stable, except in two countries 
where they rose by 2 per cent and in Poland where they 
rose by about 6 per cent (table 3.2.) 

Total money income of the population in the Soviet 
Union increased by an estimated 6.5 per cent last year—a 
slightly higher rate than the average of the three preceding 
years. The increase in money income was lower in Czecho- 
slovakia and the German Democratic Republic. The 
4-5 per cent expansion allowed for last year represented 


74 Real income, measured here at constant prices, includes wages 
and wage-like income in all sectors of the economy; incomes in 
cash and kind distributed by collective or co-operative farms, 
pensions and other social benefit payments; and the money equiva- 
lent of educational, health and social services. 


a downward adjustment in both countries in comparison 
with the high annual rates prevailing in the two or three 
preceding years. 

The increase in money incomes was larger in countries 
where retail prices had been rising. Money incomes ex- 
panded most, by an estimated 13.5 per cent, in Poland 
where the rise in retail prices was about 6 per cent. An 
increase of about 11 per cent of total money income in 
Hungary, and of about 9 per cent in Romania, accom- 
panied increases of about 2 per cent in the relevant index. 


The comparatively moderate expansion of money in- 
comes last year in the Soviet Union and Czechoslovakia 
was largely due to the above-average expansion of wages 
and wage-like incomes. The four-year (1971-1974) ex- 
pansion of wages and wage-like incomes in the Soviet 
Union thereby surpassed the over-all expansion of money 
incomes, while the income increase was lower for collec- 
tive agriculture and larger for social transfer incomes 
(pensions and other social benefit payments). In Czecho- 
slovakia, it was the increase of social transfer incomes 
which was closest to the total income increase. Wages 
and wage-like incomes rose more than the total money 
income and agricultural incomes increased only slightly 
over 1973. 


The increase of money incomes in Poland and Hungary 
reflects the impact of policy measures aimed at adjusting 
what was considered distorted proportions between 
agricultural incomes, on the one hand, and wages and 
social benefits, on the other, and, also, between various 
incomes within the category of wage, salary, premium and 
other earnings. In Poland in 1974, the increase of both 


TABLE 3.1 
Real income per head of population 


(Annual percentage changes) 


German 


Czecho- Democratic | Soviet 

Period Bulgaria slovakia а Republic @ Hungary Poland@ Romania Union 

1966-1970 mE, 5.9 4.5 6.2 4.2 5:9 6.0 

НО! 4.3 5.6 4.5 4.5 9.6 7.0 4.5 

1972 7.0 5.6 pine 3.1 12.9 6.5 4.0 

1973 7.4 5.4 4.7 5.0 12.8 4.4 zc 
PAAR ae eee ee р а. 

974 4.8 с. ь 5-5.5 + | 

a 5.0 3.9 5.6 6.6 7.0 8.8 ae 
Plan 1975. 3.5 4 9.0 
Plan 1975 4.3 ms Phe aS ) 

1971-1974 ; Pil 5.9 5.1 5.0 4.8 10.5 ae 4.4 

Plan 1971-1975 . 4.6-5.4 4.5 4.1 4.6-4.9 6.0< 7,0-7.9 5.6 

т РИ fulfilment reports. 


Sources: National statistical yearbooks; C MEA Statistical Yearl 


а Money income in real terms. me 
rs у 10 ¢ 
b Data refer to real incomes of wage-earners (except for the 1971-1975 Plan). 


с Consumption of goods and services per head of population 
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TABLE 3.2 
Money incomes 
(Annual percentage changes) 


Wage and Incomes Pensions and social benefits 
Total money wage-like from SSS ee 
Country and period income income agriculture Total Pensions 
Czechoslovakia 
19662197 OTe. eek ts с 8.2 aes И.Т 10.7 10.2 
ое oh oe 5.5 4.5 uss 3.7 WS) 
ПО Cs Sous оо 6.0 5.2 5.6 ipa 6.9 
ПОЗ Ce on ae CR eee 6.4 4.6 6.0 We) Beh 
1974: Рае eer Gee oe a es 5.2 4.5 ve 5% me 
(EE earns ene oer eee: he 4.3 4.7 0.7 4.3 
POTSIP lan: fesse Ga. i oe nace rene tees Del a ak se 
197 TEND (ae ite) о а | 5.6 4.8 У 5.5 ры 
German Democratic Republic a р 
1966-19 re о се 4.0 3.6 ie 5.0 ый 
TOU teen ee ye a sre) woe Neel 3.4 Se 6.9 8.9 
LOT DAU aA Far ee am eee erm ees 6.1 4.0 9.8 LMS) 
LSE ea eee ee Е, 5.6 3.6 11.9 ayy) 
1974sPlanc. сен 4.5 
19:14 опека Site eee cae 4.8 
1975 Plan va tw о emeroms 4.4 
1971-1972 ре 5.0 
Hungary 
1906-1970. бы К 8.6 ac м oe 
LOD ye ee ee eee Th 6.4 16.9 10.9 Ио 
и Е ты Wee 6.7 Sez 12.0 12.8 
OU Sar а eee 9.6 8.1 95 192 20.5 
1974 Plane eee С 9 ays bi 14 13.5 
LSTA ee ees оо вв. ПА 11 9 11 16 iB 
RSA EW Soa Se ca kellie в as. 2 8-9 aye 
Е Dios в ae 8.9 7.6 10.5 14.5 15.5 
Poland 
966-19 т 6.6* 7.4 0.5 9.7 14.1 
о о ante 10.4 9.0 18.2 16.8 15.0 
PP rete OR cain А oe as ее Ме 13.6 23 22.2 8.5 9.3 
О, Yee hee eee ae eee 14.2 15.2 11.9 11.0 10.3 
1994:Planse В И 8.8 9.8 10.1 11.4 
И И ere 3.5° 13.6 14.3 £23 
1O7SiPlan eee. ie № eee ca. 10 9 19 19 
UWA Ute ee ON hogs ge eae 13.0 12.5 12.6 ИХ 
Коташа 
1966-1970 Stein: fs nh 
TOT reise Ren. И eas 8.6 Ae 
LOT Die ete mee cee oat or Rare 1h 6.4 Spiis 
[OTS eae aa ee 9.34 8.1 11.24 
Ра a. oes ake eee ee ce ne 8.6 11.9 
ТО er! See. «: 8.84 9.3 ЗС 
ТЫ У о в бою о 9.0 
1971-1974 ое 8.5 
Soviet Union e р 
UTS СЯ Gok goo в о we << 8.1 8.2 25 9.5 8.9 
о ое me ЕТ зн 6.3 6.2 PAY) 7.4 ТЫ 
а а 6.1 6.1 2.0 Е 10.0 
а ив. 5 6.2 6.3 5.9 6.1 ыы 
т О ео Te el ln sits ae sit ote ae 
WHEN Me le yan Abie Se rhc 6.5* 7 5 6.3 ne 
UOT SP lari 2 ears nas we i ti 5 6.4 5 
О Boo 6 en Sick fetes 6:3” a В 6.8 ae 
a a 


Sources ; National statistical yearbooks: CMEA Statistical Yearbook; plans and plan-fulfilment reports. 


Note. Gross income—except for the German Democratic Republic, Hungary and Poland for which information 
refers to net income. 


@ State sector. 

Ь Old age pensions only. 

с Co-operative sector. 

d Socialist sector. 

е Wages and wage-like incomes, incomes from agriculture, pensions and other social benefits only 
f Income in cash and kind distributed by collective farms oi 
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wage incomes and social transfer incomes was greater 
than that of total money incomes. However, for the four 


years, 1971-1974, agricultural and other incomes prob- 


ably rose more than average. The increase of agricul- 
tural incomes in Hungary was equal to the average rise 
of total money incomes in 1974 and higher than average 
in the 1971-1974 period, but the below-average increase 
of wage incomes was partly compensated by higher in- 
creases in social transfer incomes. 


Wage incomes in Romania increased more than agri- 
cultural incomes in 1974 but the available information for 
the last three years shows roughly similar rates of increase. 


The nominal average monthly pay of employees in all 
sectors of the national economy rose in 1974 in the Soviet 
Union and other east European countries at rates varying 
between 3 and 13 per cent and, in real terms, between 
3 and 8 per cent. The increase of nominal and real wages 
was exceptionally high in Poland both in 1974 and in the 
whole of the 1971-1974 period. In the 1966-1970 to 1971- 
1974 comparison, the rise of nominal wages per wage- 
earner more than doubled in Poland (from an annual 
3.7 to 9.1 per cent) and the rise in real wages more than 
trebled (from an annual 2.1 to c. 8 per cent). In com- 
parison with other east European countries, increases in 
nominal wages per wage-earner were unusually high in 
both 1974 and in 1971-1974, but the average increase in 
per capita real wages in the last four years, although less 
outstanding in 1974, was more than double that of any 
other country in the area. 


Money wages in 1974 were rising at about 4 per cent 
in the Soviet Union and at about 3 per cent in Czecho- 
slovakia and Bulgaria which, in comparison with the 
average of the three preceding years, represented a slight 
acceleration in the Soviet Union and a slight deceleration 
in the other two countries. The increase in real wages in 
1974 was the same as for money wages in the Soviet 
Union and Bulgaria. The rise of real wages in 1974 was 
somewhat lower than the rise in money wages in Czecho- 
slovakia. 

The rise in both nominal and real wages in 1974 in 
Hungary and Romania was larger than in the three pre- 
ceding years and, with the exception of Poland, larger 
than in the other east European countries. Comparing 
1971-1974 with 1966-1970, the average annual increase of 
money wages quickened in Hungary and slowed down in 
Romania, while the rate of increase of real wages fell 
slightly in Hungary and fell substantially in Romania 
(table 355): 

The rise of nominal wages per wage-earner in industry 
and construction remained in line, on the whole, with the 
average wage increase for all sectors of the economy 
(outside collective or co-operative agriculture). The in- 
crease in Poland was 11-14 per cent in 1974: in Hungary 
it was 7-8 per cent in 1974; and for the Soviet Union and 
Czechoslovakia it was 3-4 per cent. 


75 Comparable information for 1974 is not available for the 
German Democratic Republic. The available | information fot 
1971-1973 indicates, in comparison with 1966-1970, an accelera- 
tion in the average annual increase of wages per wage-earner т both 


nominal and real terms (from 3.9 per cent to 4.7 per cent and from 
4.2 per cent to 5.1 per cent, respectively). 


Productivity increases in industry and construction in 
1971-1974 and in 1974, were less than wage increases in 
Poland—in spite of a much higher rate of productivity 
growth than in most other countries. Productivity in- 
creases in industry and construction, by contrast, much 
surpassed wage increases, in the four-year as well as the 
one-year comparison, in the Soviet Union and Czecho- 
slovakia. The productivity increase in Hungary surpassed 
wage Increases in industry but rose less than the wage 
Increase in construction. 


Unit wage costs (the ratio of wage increases to produc- 

tivity increases) in industry and construction thus de- 
creased further in the Soviet Union and Czechoslovakia. 
Wage cost pressures, however, are rising in industry and 
construction in Poland and Hungary where wage-cost 
decreases in 1971 or 1972 have been largely offset by 
increases in the last two years (table 3.4).76 


The over-all balance between money incomes of the 
population and consumers’ supplies through the retail 
network in eastern Europe was well maintained through- 
out the past four years of the current five-year plans (see 
text-table). The ratio of changes in money income to 


Annual percentage changes of money incomes, retail prices and 
retail sales 


Ratio of 
changes in 
money 
income to 
changes in 
Money Retail Retail value of 
Incomes prices sales a retail sales 
(п (2) (3) (0 + (3) 
Czechoslovakia 
о 60 02 5.6 1.07 
NOTA пом hye snot ls 4.3 0.5 8.0 0.54 
German Democratic 
Republic 
ИЗ Пою as 5.0 —0.2 5.0 1.00 
О а 4.8 ale 5.9 0.81 
Hungary 
И een pee Soe 8.2 725 8.3 0.99 
USE ee GG. cet С 11 р 5 0.96 
Poland 
ПЕ Bo ip бо № Ц 0.3 11.4 Ves il 
LOVATO ме 13%" 5.6 20.9 0.65 
Romania 
И о в ВЕ 8.5 0.4 8.2 1.04 
о р Cah eat nat 8.8 RSs 12.0 0.73 
Soviet Union 
LOTS а wars 6.2 —0.1 6.1 1.02 
1974 . 65a" oO 5.9 1.10 


Sources: tables 3.2, 3.6 and 3.7. 
а At current prices. 
b Retail prices are assumed to have remained unchanged. 


76 Nominal wages per wage-earner increased in 1971-1973 in 
industry and construction at an annual average of 3.2 per cent and 
2.6 per cent, respectively, in the German Democratic Republic; 
by 2.6 per cent and 3.7 per cent, respectively in Romania; and by 
4.5 рег cent (industry) in Bulgaria. The annual decrease in wage 
costs in these three years was 2.4 per cent and 2.0 per cent in the 
German Democratic Republic, 3.0 per cent and 3.5 per cent in 
Romania, and 2.3 per cent for industry in Bulgaria. 
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TABLE 3.3 


Nominal and real wages per wage-earner 
ae a A a eS бы дана a ol Е Rate nen te ee 


Annual percentage changes 


Average monthly 
wage in nutional Nominal Consumer Real 


Country and period currency units wages prices @ wages 
= 


Bulgaria 
1966-1970, se ere eee eg 6.0 0.6 5.4 
LOT eee tla 9. НЕК: 126 21 — 1.4 
ПО SH: GM ee oe oe de 131 3.5 — 3.4 
о а Oe oy toe Deere mee 136 3.8 0.4 27 
оо. ох 140 3 — af 
WO7LE19 74a eee ое, кола 3.1 0.4* 25 
Czechoslovakia 
Я К О В aeons = 573 1.7 45) 
О О ine ene ert ks 2 009 8.7 —0.4 4.2 
UNS ео cue eater 2091 4.1 —0.4 4.5 
р eee ens heed es Baas 2161 3.3 0.2 aA 
Ио 2233 35 0.5 2.8 
9 eae Par sae se crete ae 3.6 —* 3.0 
German Democratic Republic b 
196621970) Senses oa en ee ee Ae 3.9 —0.3 4.2 
1ST Te erie: nee ca we ete et eaters 792 3.9 —0.2 4.1 
LO) Dialect seer enon а: 818 5.9 —0.5 6.4 
О ts  WeMe MO zoe eee seco 843 4.4 —0.4 4.8 
Е вес a oe —0.3 : 
м о Е о чет on ae —0.3 
Hungary с а 
1966-1970 еее... а 4.5 1.0 вы 
о У 2391 4.5 2.2 23 
р по. С 2502 5.1 2.8 2:2 
GTS ie. ayes te ен 2 677 6.3 3.4 2.8 
LOT AMR tees ere foe we Goose ee 2 880* Wes 1.9 5:5 
LOTTO о и жа at: 5.9 2.6 3.2 
Poland e 
о оо оо ово оно к Ag 3:7 1.6 21 
LOT a ote ee aes ge a rae 2 358 55 —0.2 59 
еж 2509 6.4 —0.2 6.6 
о а. 2798 85 0.3 112 
о С НЕ 3 164 13.1 сэ с. 8 
И ae ent ар ne 9.1 ile 7.8 
Romania 
1966-19 70M ое ae ое 52 1.4 3.8 
UOT hice Bote Sen Paci te re 1 471 25 0.6 2.0 
О О teeters tie ee 1 498 1.8 — 1.9 
1973) о ва 1 563 4.3 0.6 33 
1974 Ne Neen ot ee ee 1 661 6.3 1.8f 4.4 
О Е: we 3.7 0.7 2.9 
Soviet Union 
1966-90 = ecb? ee an 4.8 — 4.8 
о ао ев 125.9 3 —0.1 3.3 
И и о Е а 130.2 3.4 —0.2 3.6 
Ls Me Neer К В А ty Aone 134.9 3.6 — 3.6 


о ак да 
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TABLE 3.3 (continued) 


— 


Average monthly 
wage in national 
currency units 


Country and period 


Byelorussian SSR 
1966-1970 


Annual percentage changes 

Г, С te Boe 

Nominal Consumer 
wages Prices @ 


Spoon = я 56 хо. 5.6 
Mir. 110.6 4.0 201 41 
1972 114.6 3.6 —02 3.8 
1973 118.9 3.7 os 3.7 
1974. 1223 29 —* 29* 
1971-1974 35 —0.1* 3.6* 

Ukrainian SSR 
1966-1970 ы 42 hes 4.2 
1971 118.6 3.0 oe 3.0 
1972 И 121.9 28 ~ 28 
ен 125.3 28 ca 28 
1974. . 128.5 25 _* 25 
1971-1974 28 _* 28 


м 
Sources: National statistical yearbooks; CMEA Statistical Yearbook; plans and plan-fulfilment reports. 


а Retail price index for Bulgaria, the Soviet Union, Byelorussian SSR and Ukrainian SSR: с iving i 
г viet | ; cost-of-living index for 
Czechoslovakia and Poland, and consumer price index for wage- and salary-earners’ families for Hungary. . 


Ь Data refer to the wages of full-time workers and employees in State enterprises in the material sphere. 


с Wages and profit participation. 


d Wages, profit participation and sickness benefits of wage- and salary-earners in State and co-operative sector 


(excluding members of agricultural co-operatives). 
e Net wages. 
f Derived from index of nominal and real wages. 


changes in retail sales in 1974 either remained at its 
previous balanced level (around 1.00), or it lowered as a 
result of lesser increases in money incomes or added 
expansion of retail trade turnover. The over-all balance 
was maintained in part in some countries through price 
increases (which in planned economies do not have auto- 
matic secondary repercussions). 


Of the countries which maintained price levels and 
relative prices in the retail sector practically unchanged 
there was a small increase in the income/retail sales ratio 
in the Soviet Union. In Czechoslovakia and the German 
Democratic Republic there were significant falls in the 
ratio. In these countries, where in the past a strict over- 
all balance was maintained in the rise of money incomes 
and retail supplies, the ratio fell in 1974 to 0.54 and 0.81, 
respectively: a 4 per cent increase of money incomes in 
Czechoslovakia was accompanied by an 8 per cent ex- 
pansion of retail sales and a 5 per cent income increase 
in the German Democratic Republic was accompanied 
by a 6 per cent retail sales increment. At the same time 
the composition of sales was also adjusted to meet con- 
sumers’ demand.” 


77 The policy relevance of these developments is, for example, 
indicated in the Report to the Central Committee by the First 
Secretary of the Socialist Unity Party of the German Democratic 
Republic: “Turnover in retail trade... increased somewhat faster 
than net money income of the population... . Typically, there was a 
faster increase for manufactured goods. ... Especially fast increased 
supplies of manifold goods in heavy demand...” (Neues Deutsch- 
land, 13 December 1974). 


Price adjustments were important for maintaining the 
balance between the growth of money incomes and of 
retail supplies in Hungary, Romania and Poland. 

The rate of increase in saving deposits slowed down 
considerably in 1974 in Czechoslovakia, where the relative 
expansion of retail sales was fastest. The rate also de- 
creased in the German Democratic Republic and Poland. 
In the Soviet Union, and to a lesser extent, in Hungary, 
the rate increased somewhat. 

The incremental savings-to-income ratio therefore 
showed a sharp reduction in 1974 in Czechoslovakia and 
a smaller reduction in the German Democratic Republic. 
The ratios for the other three countries for which this 
information is available, do not show any perceptible 
change (table 3.5). 

The stock of saving deposits represents an important 
mass of liquidity as well as an important source of con- 
sumers’ long-term finance and an important potential 
contribution to the consumers’ well-being.”* The accu- 
mulation of savings is as a rule determined less and less 
by the negative inducement of the unavailability of some 
consumer goods in the required quantity or quality and 
is now increasingly determined by long-term motivations 


78 In the Soviet Union, for example, 79 thousand branches of the 
State Bank and the saving-bank system kept 94 million accounts 
with an average of 730 roubles per account (equivalent to 5.4 months 
of average wages). The number of accounts in towns was 69 million 
with an average of 718 roubles per account, and in the countryside 
25 million with 763 roubles per account (official data for end- 
1973). 
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TABLE 3.4 
Labour productivity and unit wage costs in industry and construction 


(Annual percentage changes) 


SE 


Industry Construction 
Nominal Output per Unit Nominal Output per Unit 
Country and period wages employed wage cost wages employed wage cost 
Bulgaria 
1961970 nee tier sty he 5.4 6.7 —1.2 6.0 5.4 0.6 
о Prey chee Ress cesses Ps 2.8 6.5 —3.5 0.0 —3.0 3.0 
сс 4.0 Teil —2.9 3.4 5.3 —2.0 
рен 6.6 6.7 —0.1 4.2 S52 —1.0 
OT AMERY crigst te ке ce eer ats ee 2.1 6.0 —3.7 a i 
Я Gy te er er asl ee 3.9 6.5 —2.6 
Czechoslovakia @ 
1966-1970) cee os eer aan ees 4.6 а —0.9 52 5.0 —0.2 
1:07 Lae ae ec ate ых 3.8 6.6 —2.7 3.4 6.4 —2.8 
17D ohn tes mde wie она Bie Shy —1.6 4.3 6.6 —2.2 
Е о meme os a 3.3 Spe) —2.5 2.8 Se —0.4 
OP AE Ri а Cotas ia ots 3.56 5.45 —1.85 is 5.4 
197119 14 Ream acta nee 3.4% 28 —2.3* 6.1 
German Democratic Republic 
1966: 1970 еее. 333 6.2 —2.9 4.0 23 By, 
OTe wet ae far eee 3.6 5.3 —1.7 2:3 5.8 —3.3 
MOT Qe on ма Зе в 3.4 6.2 —2.7 2.6 3.6 —1.0 
О о р 6.1 —3.3 3.0 4.8 —1.7 
Hungary Е 
ПО ТО а а eos 8 3.8 —0.1 5.6 2.1 3.4 
ht eee о ео А 3.8 7.0 — 3.0 3.6 5.8 —2.1 
[pate TSMR yy eee co ae eer, 4.5 6.0 —1.4 3.6 И 25 
Е eer cee ae mee 8.9 PA) Sill 6.8 5.9 0.9 
есь ca ih? —* fier a 27 
сю ty cio one oe 6* 6.5 —0.4* 3.5" 4.5* Ц 
Poland 4 
ASU 5 Go oo eo 6 a © 3.4 4.9 —1.4 4.2 3.3 0.9 
о т Sh! 5.0 0.3 4.5 4.4 0.1 
ey pee So ORR В a 4.7 Shi! —0.9 7.0 9.0 —1.8 
А Ws AG ИЕ 0 Ри oe 9.1 8.2 0.8 16.0 10.4 Sel 
LOA eee Par tte oe ar 13.9 9.5 4.0 11.4 9.9 1.4 
LOTITO T Aa eens oe ene 8.2 HAM 1.0 9.7 8.4 jh 
Romania 
1O66=1 970M See ane ок 4.3 thes! —2.8 BRS 5 
О ре а 2.0 5.0 —2.9 3.4 6.0 —2.5 
О а 1.4 4.7 —3.2 2.4 125 — 
Е te en о с, 4.5 8.1 —3.3 Spe 8.7 —3.2 
Soviet Union 
EO SS BR oe & aoe oS Syl 35) —0.4 6.0 4.1 1.8 
не к eo Sp) 6.2 —2.5 3.0 Sa —2.0 
1972 eS ag re eee eas 3.1 И —2.9 3.2 5! —2.4 
LOT. es eee. Le 3.6 6.1 —2.3 2.6 4.5 —1.8 
LOTT Lee eC Eo 4.3 6.5 —2.1 a 5.9 
OPIS OA ee ОО ee 3.6 6.0 —2.3 
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a, TABLE 3.4 (continued) 
Industry Construction 
Nominal Output per Unit Nominal Output per Ui 
ь nit 
Country and period wages employed wage cost wages а wage cost 


See aia ae ee emer cee ee a OES eS lug BO eh ne ы 
Byelorussian SSR 


1966-1970 ey о о 6.3 6.8 —0.5 ses 55 

LOS aaa Re au aoe Ane 4.1 7.8 —3.4 3.4 55 —2.0 
О Ee oy ey earn 33 6.3 —2.8 3.0 5.6 —2.5 
о С shal Ws) —3.9 3.4 6.9 —3.3 

Ukrainian SSR 

Ро Аи к 4.1 5.0 —0.8 59 4.0 15) 
о а 2.9 52 —2.2 3.3 5.0 —1.6 
LOE ИВА 2.6 4.8 —2.1 ЗЫ 6.3 —3.0 
с 2.4 6.0 —3.4 ПИ 4.5 —2.7 


SSS 


Sources: National statistical yearbooks; CMEA Statistical Yearbook; plans and plan-fulfilment reports. 
а State and co-operative sector. 

Ь Centrally planned industry. 

с Only workers (including estimates for self-employed workers). 


TABLE 3.5 


Accumulation of savings deposits 


End-year amount End-year amount 
in billions of Annual Incremental in billions of Annual Incremental 
national currency percentage savings-to- national currency —_ percentage savings-to- 
Country and year units change income ratio Country and year units change income ratio 
Bulgaria Poland 
Я eee ie 3.6 22 0.5 LOTT ene co anaes 133.6 16.4 0.3 
Е a % 4.1 14.8 0.6 о coe ses 166.5 24.7 0.35 
ПЕ ede Reet те 4.8 16.2 0.5 О ое ЗО 209.7 755) 0.4 
ПО аа. > 5.4 132 0.5 аи 260.5 24.3 0.4 
Czechoslovakia Soviet Union 
CC err ee 73.8 16.3 0.6 Cry ee Teen 53.2 14.2 0.4 
еее. 85.5 15.7 0.6 Е rr 60.7 14.1 0.4 
1973 . . . . . . . . 98.5 Sy? 0.6 1973 PAS ca ae МЕ 68.7 13.1 0.5 
UST Aae here es 107.3 8.9 0.4 1074, ee A ee 789 14.8 0.5 
German Democratic Byelorassants sR 
ee 1971 НЫ 18.3 0.4 
о не 59.7 6.8 0.6 se gay ee eee ee : у : 
OTD erate eee tes 2. 19.3 0.4 
OD ee ee ea а 60.0 7.6 0.5 1973 a 74 174 
OWS Meta ce se cs 65.1 8.6 0.6 1974 ae Е о 28 167 
О о an oes ae 74.2 7.8 0.5 eda : 
Hungary Ukrainian SSSR 
{0 igen о | 648.4 15.0 0.3 a eee aan tener (0 15.0 0.4 
1O7Y cone Wen ecko. 5240 12.6 0.4 Sige О wees 15.9 0.5 
Oss a, Spt 62.0 13.7 0.3 а 13.0 14.0 0.5 
с. OS 14.2 0.3 и ое) 15.1 я 


a ST 


_ 
Sources: National statistical yearbooks; CMEA Statistical Yearbook; plans and 


plan-fulfilment reports. nee 
Note. The incremental savings-to-income ratio is obtained by dividing the 


increase in the amount of savings with the increase in the amount of savings plus 
retail sales. 
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of safety and future spending.’”® Personal savings, mostly 
in combination with loan arrangements, now play an 
important role in the housing finance of a number of east 
European countries. The share of privately constructed 
houses, financed from own resources and official loans, in 
1971-1974, was 27 per cent in Czechoslovakia; in 1971- 
1973, 63 percentin Romania; and, in 1971-1974, 66 per cent 
in Hungary. The role of private savings and related loan 
arrangements is even more important for the purchase 
of consumer durables and motor-cars. 


Stock of saving deposits in relation to retail-trade turnover, 1974 


Billions of national 


Ratio 
currency units at current of stock 
prices of saving 


Stock deposits to 
of saving Retail trade Tetail trade 


deposits turnover turnover 
Bulgaria eee eet or eee 5.4 7.6 70.8 
‘Gzechoslovakiay0 eee 107.3 205.2 52.3 
German Democratic Republic 70.4 79.0 89.1 
Hungaryeeeucn esc ees coe 70.8 198.6 35.6 
Poland ipso ao ce eis ee 260.5 705.0 37.0 
Soviet. Unione a.m ee 78.9 196.6 40.1 


Sources: as for tables 3.5 and 3.7. 
Nores. End-year stock of saving deposits; annual total of retail trade turnover. 


(ii) Income and price policies 


In 1974 there was further progress in the implementation 
of the income and price policy programmes of the Soviet 
Union and east European countries which were laid down 
in their 1971-1975 Plans. Further measures were taken 
in this field in order to adapt to changed conditions, 
particularly those on international food, fuel and raw 
materials markets. 


Зомет UNION 


In the course of 1974 there was a shift in favour of 
wages and salaries and, to a lesser extent, of social 
transfer incomes. Per capita incomes of wage- and salary- 
earners rose by 3.8 per cent to an average 190 roubles a 
month—a rise of 4.3 per cent to 141 roubles for average 
wages and salaries and of 2.7 per cent to 49 roubles for 
additional payments and social benefits. The cumulative 
increase for 1971-1974 was 16 per cent for total incomes, 
18 per cent for wages and salaries and 10 per cent for 
additional payments and social benefits. 


79 An advance release on the representative statistical survey of 
1973 of the population’s saving habits in Hungary, which was based 
on a sample of 5,000 families, gave the following list of saving 
motives (see Népszabadsdg, 28 July 1974): 

Purchase of appartment and secondary residence, 35 per cent 
(25 and 10 per cent, respectively); 

Purchase of motor-car, 20 per cent; 

Purchase of other consumer durables, 8 per cent; 

Safety motive (unforeseen expenditure or deferred purchases), 
20 per cent; 

Future expenditure for family members, 10 per cent; 

Unallocated (including travel), 7 per cent. 


The measures taken in 1974 included an extension of the 
differential regional coefficients to wage- and salary-earners 
in those parts of the Ural region where they had not pre- 
viously been introduced. The programme for increasing 
minimum wages and salaries and wages and salaries . 
below 90 roubles a month combined with tax remissions 
and tax deductions, was completed in a number of regions 
and was started in others. The new system of minimum 
wages and salaries on a combined sectoral and regional 
basis was extended to tractor machinists in the non-Black 
Earth region of the RSFSR. In the framework of the 
social policy programme there was an increase in child 
allowances for families with a monthly income not ex- 
ceeding 50 roubles per family member. Further income 
increases, to a total of 1 billion roubles, resulted from a 
resumption of amortization payments to holders of State 
loan obligations. 


The implementation of the 1971-1974 wage and social 
policy programme was largely completed by the end of 
1974. Further measures were taken to develop the role of 
wage and bonus payments in relation to increases in labour 
productivity, cost reduction and the improvement of the 
quality of products. Other measures led to increased 
differentials for higher qualifications and unfavourable 
working conditions. 


The new system of basic wages and wage classifications 
strengthened the principle of equal wages for equal 
work. Altogether 70 wage tariffs were established instead 
of the existing 400. Uniform wages are being introduced 
in the State sector of the economy and differences in wages 
in various sectors for the same type of work are being 
reduced. Wages are increasingly paid on the basis of 
work classification and reached recently 70-75 per cent 
of total wage payments.*° 


A further set of centralized measures included wage 
tariff and bonus adjustments to support the implement- 
ation of high priority targets in the 1971-1975 Plan. 
Tariff wages in the engineering industry were increased 
by 20 per cent; and in the mining industry, bonuses were 
paid for economy in the use of materials up to a limit of 
40 per cent of the savings obtained. Special quality 
bonuses were obtained in light industry.*? 


The new system of minimum wages and of wage adjust- 
ments for low wages, with corresponding tax remissions 
and tax reductions, on a sectoral and regional basis now 
covers all workers and office workers in railway and metro- 
politan transport (1971-1972) and tractor machinists in 
agriculture, the water economy, the timber economy and 
agro-technical enterprises (1974). 


The system of minimum and adjusted wages was intro- 
duced on a regional basis in all productive branches in 
the extreme North and similar regions, in the European 
North and in the Perm and Sverdlovsk districts (1972), 
in the Far East, Siberia and the Urals (1973), in Kazakh- 
stan and Central Asia (1973-1974), in important European 
parts of the Soviet Union and, after the 1974 stage, in 
some other regions. For the non-productive sectors the 


8 Sotsialisticheskaya Industria, 3 October 1974. 
81 Sotsialistichesky Trud, No. 3, 1974. 
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increase in the minimum wage and the adjustment of low 


wages is scheduled to begin at the end of 1975. 


The social policy programme incorporated in the 1971- 
1975 Plan, included income adjustments to encourage 
implementation of population, educational, health and 
related policies: these progressed particularly in 1973 and 
1974. Population policy objectives were pursued by pro- 
viding paid leave with full salary during pregnancy and 
child birth, irrespective of the employment status of the 
person concerned, and an increase from three to seven 
days of fully paid leave in case of child sickness; these 
measures were in addition to the recent increases in child 
allowances. 


_ The new rules for minimum pensions brought an 
improvement to 16 million pension earners in 1971-1973. 
Further increases were received by 8 million old-age 
pensioners in the course of 1974. 


EAST EUROPEAN COUNTRIES 


The implementation of income and price policies in 
east European countries also progressed according to 
the income and price policy programmes in the 1971-1975 
Plans. Wage policy measures aimed at raising productiv- 
ity and, also, at narrowing income differentials between 
various categories of wage- and salary-earners. Social 
policy measures complemented these programmes mainly 
by providing income corrections for low income and large 
families and for old-age and invalidity pensioners. Taxa- 
tion measures in some countries also served primarily 
distributive purposes. A series of price policy measures 
was also implemented to correct the price and income 
effect of rises in the price of imported raw materials. 


The changes in wage and social policies in Bulgaria were, 
after implementation of the wage policy measures of 1972, 
mainly confined to the field of transfer incomes. Allow- 
ances were granted in March 1974 to expectant mothers 
and for childbirth; and to women students in higher educa- 
tional establishments and secondary schools caring for 
children. The allowances amounted to 80 leva (the mini- 
mum monthly wage) in addition to the previously estab- 
lished regular allowance of 20 leva a month for each child 
under the age of 18. Special scholarships of 80 leva per 
month were also given to mothers until they graduate. 


In conformity with the national programme for raising 
living standards, pensions were increased for nearly 
350,000 people. A recalculation of all pensions given 
before 1970 was carried out as from 10 June 1974 in 
accordance with changes in the income of the active 
population. Pensioners over 70 years of age and disabled 
pensioners of the professional category, received, in 
addition, an increase of 10 leva per month. The minimum 
pension for the country was raised to 20 leva per month. 

A new wage policy in Czechoslovakia, linked to a series 
of rationalization measures, has been in force, initially 
on an experimental basis, since July 1973. It established a 
new wage tariff for manual workers as well as for technical 
and enterprise personnel; it adapted wages to the type of 
work performed; and it set, wherever possible, norms for 
the assessment of work performance. The introduction 
of the system was completed in the course of 1974 in 


industry, construction, agriculture and forestry and its 
introduction to further branches and sectors is to continue 
in 1975. The new stage in the wage reform for the 1976- 
1980 Plan period will be based on the existing wage tariff 
system but it will imply a transition from average wage 
control to wage fund control (which operates with the 
total of wage payments and, thereby, enlarges the scope 
of enterprise decisions in staffing and remuneration). 


The social policy programme of December 1971 is 
already fully implemented. The family relief programme 
implied an expenditure of 25 billion crowns in 1974 as com- 
pared with 24 billion crowns in 1973. Sixty-five per cent 
of the assistance has taken a monetary form (family 
allowances, orphan allowances, financial assistance to 
mothers, etc.); the residual provided other forms of 
relief, e.g. from tax, rents, etc., or free or partly free 
services such as school canteens, créches, nursery schools, 
distribution of text books, etc. The system of loans to 
newly married couples was also fully operative; it involved 
an expenditure between 1 April 1973 and 1 June 1974 of 
5 billion Czechoslovak crowns. 


The new law on the consolidated system of agricultural 
taxation (constituting land tax, profit tax, income-tax on 
non-agricultural activities, and the tax on above-norm 
wages and remuneration) provides for progressive rates 
of taxation which are to serve the double purpose of 
stimulating production and of taxing high-income co- 
operatives more heavily.®* 


Price stabilization policy in Czechoslovakia limited price 
increases to 0.5 per cent in the first nine months of 1974, 
food prices rose even less (table 3.6). The income effect of 
a 67-90 per cent increase in petrol prices in March 1974 
was offset for the domestic consumer by the abolition of 
the motor-vehicle tax. 


The implementation of the wage policy programme of 
1971 and of the social policy programme of 1972 in the 
German Democratic Republic meant that relatively few 
new measures were required in 1974. The remuneration 
of apprentices was increased in March 1974. Minimum 
leave was increased from 15 to 18 days, and working and 
living conditions were improved for night-shift and 
construction workers temporarily separated from their 
families. 


The stabilization of retail prices remained a major 
policy objective in this country and there was complete 
stability of retail prices of basic foodstuffs, domestic fuels 
and energy, tariffs for public transport and tariffs for 
repair services. The expenditure on subsidies to maintain 
stable retail prices in the last four years was as follows: 


As a percentage of: 


Billion Budgetary Retail trade 
Year marks expenditure turnover 
т МАТЫ 8.5 10.7 12.8 
И е 9.6 12.0 13.6 
т ceed io 10.1 10.8 lsh) 
OTA с 10.5 9:3 15.3 
Sources: Statistical yearbooks; national plans and plan-fulfilment 


reports. 


82 Hospoddfske Noviny, 15 November 1974. 
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TABLE 3.6 
Cost-of-living and retail-price index 


(Preceding period = 100) 


Retail price index 


Cost Public Other 
Country and period of living Total Food Non-food catering services 
Bulgaria 
LOTMA teen nae eer ет 100.0 100.2 99.8 
A Me ом SA 100.0 100.1 99.9 
O73 ews ок kits г 100.2 100.9 99.7 
ПОД aR a ears, di a Me ae 100.2 100.7 99.8 
Czechoslovakia а b 
И age a wee, ee nee eer 99.6 99.5 99.8 98.5 101.1 100.5 
Ay Bi tReet ease ТИ 99.6 99.7 99.8 99:7 99.8 99.7 
TOT 3 ее ee 100.2 100.3 100.1 100.2 100.5 100.5 
Lk Sheeran ha eee oe ays 100.5¢ 100.2¢ ne oP 
197021974 Senet ae a 100.0¢ 99.9¢ 
German Democratic Republic 
Те т 100.3 100.3 101.6 98.7 ee 100.4 
о И Ue ree 997 99.6 99.5 99.5 Ete 100.3 
О, И ee es 99.6 99.6 99.6 99.7 a 100.0 
Та UCase: Abe ks 99.7 99.6 100.0 99.2 ae 100.0 
Hungary 4 
OT ee Mick Wee se cree Na, ee 102.0 101.8 101.8 а 104.5 
OF В а ees т 102.9 102.9 103.0 oe 103.5 
р cote hak ce ea ee te 103.3 105.6 101.9 3 102.2 
LOT ARIPO cn eee ee 50 101.9 101.1 102.9 ers 101.8 
LOT OAS. ae р ee ав xe 110.5 111.8 109.9 т: 112.5 
Poland 
LOU А 99.8 100.4 101.9 97.2 100.9 100.5 
LOT Dis лос ева ви 99.8 109.0 99.9 99.7 98.9 100.7 
и а: 100.3 100.6 100.3 100.2 100.1 102.1 
OTA a paca eee oe, а a 6 105.6 106.3 101.1 117.4 105.2 
А ооо о ae 106.7 108.5 98.2 1173 108.7 
Romania @ d e 
DP ted oa eR oc tae 5 100.6 101.5 99.8 a 100.0 
LOT De sa erie eee ae ws 100.0 100.5 100.0 ah 100.0 
Е о еж И ee Be 100.6 101.1 100.0 м 100.0 
То ле ae 101.84 
О О et eee ve 103.0 
Soviet Union 
A Ue NR Se etl rt к че 99.9 100.3 99.0 100.0 
О о Saale MR nigh 99.8 100.0 100.0 100.0 
А nt Оф me 100.0 100.2 99.0 100.0 


ERY 


Sources: National statistical yearbooks; CMEA Statistical Yearbook; plans and plan-fulfilment reports, 


SS 


а Consumer price index (except for non-food in Hungary), 
Ь Refers to wage- and salary-earners’ families. 

с First nine months. 

d Clothes and shoes. 

е Rent. 

f Derived from index of nominal and real wages. 
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The implementation of the wage policy was to reach 
further stages on 1 January 1975 and 1 April 1975, 


providing increases in income to about half a million 


wage- and salary-earners. 


In Hungary centrally determined and financed wage 
policy measures played an important role in increasing 
productivity and adjusting for inequalities of income 
distribution. In 1973, 1.3 million wage-earners in State 
industry and the State building industry received wage 
increases of 9-11 per cent. The 1974 stage, implemented 
in April and July, extended these arrangements to the 
industrial personnel of State transport and trade, the 
auxiliary personnel of State industry and the State build- 
ing industry, the staff of State-financed research institutes 
and theatres, and to the administrative and research 
personnel of local councils. 


The system of wage fund control, which was introduced 
оп an experimental basis оп 1 January 1973 in two enter- 
prises and three co-operatives of the metal-engineering 
sector, also produced favourable results. Compared with 
the prevailing system of average wage control, it led to an 
improvement in productivity, better manpower manage- 
ment and thus to a reduction in production costs. It also 
contributed, however, to a faster-than-planned increase 
of wages and personal incomes. 


Hungary also introduced a new wage tariff as of 
1 January 1975 which includes 110 job descriptions and 
wage rates for skilled, semi-skilled and unskilled workers. 
This tariff is designed to reduce the differences between 
the highest and lowest basic wage rates from the present 
60-70 per cent to a maximum of 30 per cent.** 


In addition to wage policy measures, changes in taxa- 
tion were also made in order to correct inequalities in 
income distribution. 


Effective 1 July 1974 a new tax was introduced on pri- 
vately owned houses or flats of a value exceeding 800,000 
forints and holiday homes of a value exceeding 500,000 
forints. The tax rates progress from 0.5 to 1.0 per cent of 
the value for houses and flats and from 1 to 1.5 per cent 
for holiday homes. 


Effective 1 January 1975, tax rates on agricultural land 
were raised by 10 per cent; co-operative income-tax was 
also raised in order to correct the deteriorating relative 
income position of non-agricultural personnel in relation 
to agricultural income earners. Taxes and profits paid by 
State farms were increased in proportion to the co-op- 
erative income-tax. 


The new social policy measures effective from | January 
1974 granted additional allowances and provided special 
benefits in accordance with the population policy. The 
child-care allowance * was raised from 650 to 800 forints 
per month for the first child, to 900 forints for the second 
child, and to 1,000 forints (more than one-third of the 
average wage) for the third child. Family allowances for 
families with two children were further raised in June. 


83 A wage tariff, adapted to this system, was also established, at 


the same time, for agriculture. a 
84 Paid to mothers who stop work in order to care for their children 


at home. 


Cash allowances payable to mothers and families with 
children have altogether increased from 6.7 billion forints 
in 1973 to 9.5 billion forints in 1974. 


Other important social policy measures included the 
reduction in the working hours of the domestic trade 
personnel to 44 hours (the general introduction of the 


44-hour week will take place in successive stages up to 
end-1977). 


The series of price policy measures partly allowed for 
the shifting of the income effect of price increases on to 
consumers and partly provided for compensatory price 
reductions or income increases. The rise of 2 per cent in 
the consumer price index in 1974, however, was as foreseen 
in the annual plan. In March consumer prices were 
increased for coffee (by 20 per cent) and for some tropical 
spices and fruits. At the same time prices were reduced 
for silk cloth, knitted wear and some other textile and 
clothing articles (by 15 to 46 per cent). In September the 
consumer price of heating and heating fuel was raised 
by an average of 25 per cent (within a range of 16 to 40 per 
cent). The price of motor-vehicle fuel was also increased: 
gas oil by 45 per cent and petrol by an average of 40 per 
cent. In compensation for these price increases, wage- and 
salary-earners and pension-receivers were granted a 
monthly supplement of 50 forints (which is not considered 
as part of the average wage, is not subject to deductions 
and is payable in full whenever the recipient draws 
sickness benefits). These price adjustments increased con- 
sumers’ expenditure by 2.3 billion forints but offsetting 
measures provided an annual addition to consumers’ 
income of 3.5 billion forints. 


The ceiling for consumer price increases in 1975 was 
set at 3.6 per cent. The price increasing effect of last year’s 
price policy measures, including the rise in the price of 
wine and some other alcohols in December (by 15-18 per 
cent), is calculated to influence the total index by one per 
cent. Further price increases were made in January 1975; 
these imply average increases of 1.2 per cent for metal 
hardware, 4.3 per cent for consumers’ chemicals, 3.2 per 
cent for furniture (and offsetting rises and reductions 
in the textile sector). The impact of these increases 
on the total index remains within the over-all planned 
increase.** 


The special regulations concerning wage policy, premia, 
allocations to the enterprise development fund and the 
social and housing fund in Poland yielded favourable 
results. Experimental enterprises obtained higher pro- 
fitability than the average for the country and showed 
better than average improvements in productivity. Util- 
ization of materials, machinery and working time also 
improved. The system also had a good effect on staff 
participation. It was extended from an initial 27 industrial 
associations and combines to a further 43 enterprise units 
between January and July 1974. The new system thus was 
extended to 1.9 million employees. In industry it covered 
40 per cent of the industrial labour force and 45 per cent 
of industrial output.** 


85 Népszabadsdg, 20 December 1974; Figyelé, 8 January 1975. 
86 Trybuna Ludu, 11 July 1974. 
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Considerable attention was also devoted to problems of 
income inequalities.*7 А decree by the Polish Minister 
of Finance announced the imposition of a once-and-for-all 
wealth tax on all citizens whose acquired wealth between 
1954 and 1974 exceeded 700,000 zlotys. Taxable wealth 
includes landed property, luxury yachts and motor- 
boats, as well as passenger-cars. 

The scope of the programme of limited wage adjust- 
ments was broadened and its implementation speeded up. 
The scheme will now cover all wage- and salary-earners 
in the State and co-operative sector.** By end-1974, 
9 million wage- and salary-earners had already received 
adjustments, leaving about 2 million people to receive the 
adjustment in 1975. 


In the framework of the new social policy programme 
minimum wages and pensions and some family allow- 
ances were raised on 1 August 1974; family allowances 
were increased again on | January 1975.8° 


The price policies followed led to a rise in the retail 
price index of 5.6 per cent. Basic food prices and prices of 
most manufactured consumer goods remained unchanged 
but price increases were substantial for other food 
products (including alcohol) and for services (especially 
public catering). The directives for the 1975 Plan leave 
prices unchanged for basic food products, but otherwise 
a flexible price policy is maintained.*° 


The programme of general wage increases in Romania, 
which was gradually put into effect from 1 August 1973, 
gave wage-earners an annual income increase of 6.5 billion 
lei (of which 3.2 billion lei from the State budget). The 
second stage of this policy is being implemented in the 
course of 1974 and 1975 and provides for greater increases 
than were foreseen in the plan for some categories of 
workers and salaried employees. The minimum wage 
(the lowest wage for unskilled workers) is to rise to 1,142 
lei рег month.*! 


The new law on remuneration, which entered into force 
on | January 1975, aims to provide material incentives as 
well as ensuring equity of income distribution. The spread 
between the highest and the lowest wage bracket, which 
was 20:1 in 1955, and 12:1 in 1965, is foreseen to fall to 
6:1 under the new law—this should result not from a 
reduction of higher incomes but through a faster rise of 
lower incomes. 


Important income policy measures were taken in agri- 
culture. Beginning in 1974 all workers and management 


87 According to a large scale survey of living conditions in Poland 
covering 10,000 families in 1973, the highest average family income 
was earned by worker-peasant families—6,227 zlotys; families of 
workers and State employees came second with an income of 
5,837 zlotys; peasants came third with an income of 5,140 zlotys; 
and pensioners’ families lowest with 2,310 zlotys. Ten per cent of 
households in the lowest income bracket earned about 4 per cent of 
all incomes in contrast to the 10 per cent of highest incomes which 
received 15 per cent. These incomes thus stand in the relation of 1:4 
in Poland in comparison with 1:5.5 in Hungary (source: Polish 
Foreign Trade, No. 9, 1974). 

88 Trybuna Ludu, 18 December 1974. 

89 For details see Economic Survey of Europe т 1973, chapter 2, 
p. 140. 

° Trybuna Ludu, 18 December 1974. 


1 Viata economicd, No. 14, 1974; see also, Vilaggazdasdg (Buda- 
pest), 24 October 1974. 


staff on State farms were paid according to actual output 
—with penalties (up to 20 per cent of basic salary) for 
failure to fulfil output plans and premia for surpluses 
above the planned target. 


Retail price policies were responsive to changes in 
domestic agricultural and imported raw materials prices. 
The income effect of the rise in beef prices (an estimated 
annual 750 million lei) was, however, offset by additional 
wage increases (of about 1,100 million lei a year). Part 
of the rise in the producer price of manufactured consumer 
goods due to the increased cost of imported raw materials 
was allowed to be reflected in consumer prices. The rise 
in the consumer price index in 1974 nevertheless remained 
below 2 per cent above the preceding year. 


(iii) Retail supplies and consumption standards 


Retail trade expanded by 6 per cent in the Soviet Union 
which was slightly less than planned and close to the 
average of the preceding three years. Romania’s estimated 
8 per cent expansion was more than planned and main- 
tained the expansion rate of the three preceding years. 
The expansion of retail trade of between 6 and 15 per cent 
in the German Democratic Republic, Czechoslovakia, 
Hungary, Bulgaria and Poland (in increasing order) was 
in all cases more than planned and more than the average 
of the three preceding years. Taking the four-year 
period of the five year plans, retail trade expansion was 
about 6 per cent in the Soviet Union, Czechoslovakia 
and Hungary, somewhat lower in the German Democratic 
Republic, and was around 8 per cent in Bulgaria and 
Romania; it was as high as 12 per cent in Poland 
(table 3.7). 


The commodity composition of retail trade in Poland 
did not change substantially in comparison with the pre- 
vious year but in the two other countries for which this 
information is available (the German Democratic Repub- 
lic and Hungary) there was a pronounced shift away 
from foodstuffs toward manufactured consumer goods. 


Retail supplies in the food sector in the Soviet Union 
showed higher than average increases in the sale of meat 
and meat products and milk and dairy products; in the 
durable consumer-goods sector, sales of motor-cars, 
vacuum cleaners, radio sets and furniture were above 
average. Remaining shortcomings in retail supplies, 
however, are of serious concern to policy makers.*? The 
increase in fruit and vegetable supplies was small. In 
the clothing sector, although 95 per cent of over-all 


* Pravda, 18 July 1974. The Party and Government resolution of 
18 July 1974 instructs the competent organizations and adminis- 
trations to speed up completion of light industrial investments and 
also “to improve radically the quality and assortment of consumer 
goods and increase the share of products officially qualified as of 
high quality standard”. The resolution further provided for the 
establishment and extension of consumer goods producing units of 
heavy industrial enterprises. Simultaneously new rules were estab- 
lished for the quality classification of industrial products. The com- 
position of the committees establishing quality distinctions have been 
changed in the sense of enlarging the membership representing 
consumer interests. 
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re TABLE 3.7 


Volume of retail-trade turnover 


(Annual percentage changes) 


Country and period Total Food Non-food 
И ee Е See 


Country and period Total Food Non-food 


Bulgaria Poland (continued) 
1966-197 Ose nee. "rales bok 8.6 6.3 10.4 О ee eee xe ve a 
я, с eee 6.5 6.1 6.8 о Е 14.5 14.4 14.6 
IPR AVS Bon eee aes Se 6.6 SUL 1? ЕТ о В о a nae rt 
А КЕ За a ae м 8.5 Tee: 9.7 1912197 4 re ee ee И 12.0 11.2 12.6 
а Be cee eG 8.5 5a г ЕО o са « 7.44 7.04 8.92 
OURS и ие 9 8.5 10.2 
о Seg) 7.1 Romania ® 
1197-1974. een ete ee И 6.9 8.5 
1966-19 ее. : : 
io7iO7siPlan ieee 6.8 р i Ob ey 
Czechoslovakia oe ret hoe ade Oe ns 6.1 5 6.5 
7 © 8 
EIO6-19:7 KN ae ee ee 6.3 4.6 8.3 1974 Plant fete. cai. } 1 13 eed 
1971 с ce КАССА ВЕ 3.5 4.0 7 0 1974 ee, be oe, ke ae : | 10.0 
ISDN eee ene ees 1. 6.0 5.4 6.5 1975-Plant =teua ti aes 9.4 
WIS te Ak ee ars 5.8 3.6 8.0 1O7is1074 ete ee 8.4 
EO (Aap laine matte: (Oy. tes) 58) 3.9 Wee. 1071-1975 Plante ee eee 7.0-8.0 
OES iia? Ely “ae ое oS) Ke 5 
а. 4.6 3.6 5.5 ое Union 
VOWELS Sa ee 6.2 
7971-1975 Plan 7} fo 5.1-5.4 о о oe р. = 
German Democratic Republic UP ae Gi ABs Moe rd hol ao eine 6.6 5 8.3 
966-1970. ue es . 4.6 4.4 5.0 а = 4° ee 
HOW ANS Soe? Ss dha м 3.9 2.9 Sel ми ре 59 
OP о Ро ие Pan 6.0 4.1 8.3 1975 Plan ta ta ey 62 
Сук Ee Cae a er 5.8 3.2 8.8 TLIC en 61 
р oes ean 5.2 4.0 6.0 1971-1975 Plan Е 72 
ORL Be. Oe о ме 5.9 4.0 ЗО о 
ео о и 4.6 3.0 6.2 Byelorussian SSR 
OTM и о ei 4 8) 5.4 3.6 7.6 ; i 
1971-1975 Plang. 44+ . . 4.14 р и О oS ee - 0 12 
о аи. о 9 9 
Hungary 1972 ae Cot ane Ube sae 9 6.2 13 
К м, 8.9 7.4 10.4 че a i = 
ее... 7.4 6.8 8.0 о Sasser: Е г me 
а и 3.3 4.2 2.4 НОА р. 
oo. № Saar 5.8 3.7 7.9 ea an т Е: 
Рен. 86. 6 7 NN Nie a ie 
VO EMM Mlk fan cng hel ae eT ia 3 192 7.0 11:3 и. 
с К 
По ese... 5.5* % к Ukrainian SS 
ПО о... 6.4 5.4 eS 1966-197 Omen ear: 8.2 7.6 9.0 
OPIS IS Planes о 6.0-6.3 At oe a ых eaters © ! : : 
OO Ge peat water Onc Se О Coke 
Poland о eee Metin а 6 6 5 
S02 Onl а 6.2 5.8 6.5 о 6.3 
1971 а 8.1 jes 8.6 а regen Aloe 4.3 
LO MEIER ya, ny eae ka Pe 12.4 9.6 14.5 1975 Plan ic мине. 6.4 
О, 13.0 NES) 12.7 И о о або ооо 9 6.1 
к о ——_ 
Sources: National statistical yearbooks; СМЕА Statistical Yearbook; plans and а Supplies to retail trade. , 
plan-fulfilment reports. b State and co-operative trade, at current prices. 


Note. Turnover at comparable prices—if not shown otherwise, 


demand was satisfied, many prospective buyers were markets for some durable om goods such as re- 
unable to find the articles they wanted. Stagnating sales,  frigerators and washing machines.* 


unsatisfied demand, and unsold stocks of goods not in) ___ 
demand because of their low quality, characterize the °3 Sotsialistichesky Trud, No. 8, 1974. 
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4 Consumers’ incomes and supplies 


———______________________Consumers’ incomes and supplies ПП 


In Bulgaria, apart from a continuing high rate of 
increase of meat and fruit supplies through the retail- 
trade network, there were particularly sharp rises in the 
sale of washing machines, vacuum cleaners, motor-cars 
and furniture (table 3.8). 


The composition of retail sales showed adaptability to 
consumer demand in Czechoslovakia and the German 
Democratic Republic. In Czechoslovakia there was an 
increase in sales, particularly in textiles, footwear, furni- 
ture and motor-cars. In the German Democratic Republic, 
there were particularly large increases in sales of commod- 
ities in heavy demand such as shoes, knitwear, wallpaper 
and furniture. In these countries the market is virtually 
saturated with basic durables and demand is shifting 
towards special quality and luxury products, higher qual- 
ity household equipment, travel, sports and the satis- 
faction of cultural interests. 


In Hungary industrial deliveries to home trade increased 
by 8 per cent and imports of consumer goods expanded by 
about 15 per cent at constant prices. These supply con- 
ditions permitted a fast growth of retail sales for a wide 
range of consumer goods, including washing machines, 
vacuum cleaners and motor-cars. 

In Romania there was a considerable increase in 
supplies of sugar and fruit and, in the consumer durables 
sector, of radio and television sets, washing machines, 
refrigerators and furniture. 
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The import of manufactured consumer goods expanded 
rapidly in the last few years and, most likely, continued 
to do so in 1974. The rate of increase was higher than 
the rate of increase of retail trade turnover * and was 
particularly high for imports from other east European 
countries. Consumer-goods imports from east European 
countries in Hungary, for example, increased at an annual 
average rate of 23 per cent from 1970 to 1974,* while the 
increase in retail sales was only 9 per cent in the same 
period. This trade thus made a substantial contribution 
to the increased supply of durable consumer goods and, 
in particular, of passenger-cars, refrigerators, radio sets, 
vacuum cleaners and washing machines. 


High levels of consumption were reached by a number 
of east European countries. Meat consumption was 
already at high levels in 1973 in Czechoslovakia, the 
German Democratic Republic, Hungary and Poland. 
Similar standards were reached for milk and dairy prod- 
ucts in the Soviet Union, the German Democratic 
Republic, Czechoslovakia and Poland. Consumption 
standards in the food sector were generally satisfactory, 
but fruit and vegetable supplies often remained compara- 
tively low and less regular than required. 


Quantitative differences in consumption standards be- 
tween east European countries have diminished in the last 
few years for textiles, clothing and shoes, but differences 
remain in respect of quality, finishing and design. 


Stock of durable consumer goods per 100 households (1973) 


German 
Czecho- Democratic Soviet 
Bulgaria slovakia Republic Hungary Poland Union 
Radio sets . 103 150* 954 Use 102 74 
Television sets 69 83* 80 6574 ie 67 
Waccumiclieanens) а. ic 55" 67 41* 41 ре 
Washing machines ...... 59 100* 70 65 82 60 
Refrigerators . 25 83* 80 53 42 49 
Motor-cars Die Им) 12% 5 


ES 
а Number of subscribers (independently of the number of sets owned). 


94 The information available for 1970-1973 is as follows: 


Imports of consumer Ratio of 
Retail trade turnover а manufactures Percentage increase 
—- in imports 
Index Annual Index Annual to percentage increase 
1970=100 percentage 1970=100 percentage in retail trade 
change change 
Annual 
i 2.26 2.06 
Bulgaria; - с. 123 IP? 152 14.8 
ре : Wee 118 5.6 113 4.3 ats ty 
German Democratic Republic 116 5.0 250 35.7 Be ; 
Hungary Rates 127 8.3 128 8.6 1.04 1.04 
Poland 138 11.4 182 22.1 2.16 1.94 
Romania 126 8.2 127 8.3 1.04 1.01 
Soviet Union. . 120 6.1 128 8.0 1.40 1.41 


Source: National statistics. 
а At current prices. 


95 Népszabadsdg, 13 November 1974. 


124 Recent economic developments in eastern Europe and the Soviet Union 


TABLE 3.9 


Per capita consumption of selected consumer goods 


(In physical units or value) 


German 
Democratic , 
Bulgaria Czechoslovakia Republic Hungary Poland Romania а Soviet Union 


Food, beverages (per inhabitant) 


Cerealiproducts: (kilograms) namie irnrcnra nnn ae (147) 95 125 127 5 143 
Potatoes (kilograms) eset) о. se (104) 143 67 183 Pc 124 
iBreshivegetables(kilograms) о ое uneine ont (54.7) 70.1 855 93.0 . 85 
Берии (kilograms) ос о о vale в (26.6) 40.9 745 19.5 ыы 40 
SUeaw. (kilograms) aque а. ее 33.0 (36.6) 36.0 36.5 41.6 he 40.8 
Meati(kiloptaims) i atte say wie са изн 50.0 TT.3° 

Meat productsi(kilograims)) em cmeureniens i cnenncune is (18.8) 74.0 63.2 62.5 те 53 
воз (ресез о tit a eeu се ee cean oene 135 (292) 249 154 200 = 195 
МИН ева. 130¢ (201)? 102f 1174 263¢ Ra 307¢ 
GheeSsel(kilogranS) amram о en a, (4.3) 4.8 ri Ape = ri 
Butterm(kilograms)tec=sene. See ee ae 1.24 (7.3) 14.1 1.8 5.5 

пива а (Поста ооо Rp: (6.2) 5.1 23 8.4 x: ze 
Vegetable fats and oils (kilograms) ....... 9,74 (9.5) 2.0 3.5 6.2 ayo 7-3 
Fish and fish products (kilograms) ....... 3.92 (5:2) 8.3 2.8 TZ и 16.1 
Фойее («есартатаз о 6 65 6 & 6 8 8 BB be O ad (89) 230 236 58.0 = ге 
Wear(decagrams) ие а an (9) 9.1 8 37.8 

Wine:(litres) eae uier te er. ee eee 6,57 (14.6) 5.8 39 6.5 

lebvieel ооо (URES) о 5 оюоорроооббве 2150 (6.0): Te 5.88 4.28 

Вести те Meena mur eee nes Wop ene ss 43.1а (148) Oe? (57.3) 37.8 


(Ооо ли (Со И) amen een 11.3 brs В 14.4 20.54 14.4 22.4 
Woollen'fabrics (Gq) metres)... =... 2... ; 2.3 i а 27 2.74 1.9 2.9 
Oihen асы (Са. таещез einen eens ый ae 2.84 Deg fi 4.74 23 5.41 
Ready-made clothing (pieces). ......... es оо if cA 3. 1.9 
FOOtweari(palrs) maw во 2.0 At 4.94 Dai 4.0 3.0 3.0 


Ва: ее, но 20 36 66 48 35 16 24 
UICIIONCAS go 6 wo ep оо ово вос 16 18 26 19 25 14 25 
Washing machines (units) ........... 10 29 19 15 NG) 6 12 
Sewing machines (units). ........... 6 i 3 4 т 4 5 
Vacuumicleaners\(units) ие. a, a 23 14 и 3 7 
Вешветатото (OI), 2 5 6 6 4 6 6 ao 4 eo a6 7 22 27 25 19 10 20 
ИЯ (ИИ earn eae es 20 27 27 Sie 8 17 
Motor cycles, scooters (units). ......... 1 3 12 10 7 1 4 
РО) со ооо оса 6 8 9 6 2 1 2 
Watches 2 a.m set Suet es geen eee 86 56 123 60 se 56 120 
Furniture (national currency units)). .....~, = 397 Тит hc an 169 147 
ee ee eee 


Sources; National statistical yearbooks; CMEA Statistical Yearbook; plans and е Milk and milk products in milk e 


plan-fulfilment reports. quivalent, except for figures for Poland where 


- milk used for butter production excluded. 
OTES. Figures refer to 1973—except for figures in parentheses for Czechoslo- f In 2.5 per cent fat 
1 | $ ane content, 
vakia and Hungary (which refer to 1972), ‘ Е ee : 
& Converted into 40 per cent alcoholic content for Czechoslovakia, 50 per cent 


Zs : 
Only sales. | alcoholic content for Hungary and 100 per cent alcoholic content for Poland. 

Ь Total consumption—including preserved vegetables and fruit. h Metres. 

с Boned meat and entrails. i Silk and silk-like materials. 


4 Kilograms. J Per inhabitant. 
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The availability of durable consumer goods to house- 
holds has already reached high quantitative standards 
for radios, television sets and washing machines. Radio 
sets were available at least to three out of four households 
in all east European countries. Television sets were 
available for at least two out of three households and 
washing machines for at least six out of ten households. 
The indicators of availability were lower, as a rule, for 
refrigerators and vacuum cleaners. Motor-cars were 
owned by one out of 20 families in Poland, one out of ten 
in Hungary and one out of four in Czechoslovakia. The 
availability of durable consumer goods in all respects 
was highest in Czechoslovakia and, apart from motor- 
cars, was also high in the German Democratic Republic, 
Poland and Bulgaria. 


Retail supplies of these durable consumer goods in 
relation to population numbers, appear to have reached 
high levels in the German Democratic Republic and 
Hungary. In Czechoslovakia households were already 
better stocked with these commodities. The same applies 
to the higher turnover in the Soviet Union, as compared 
with Bulgaria where the stock of durables was high 
(table 3.9).%° 


The available indicators relating changes in retail sales 
to changes in money incomes ® show a certain divergence 
between actual supply developments and potential demand 
at given levels of money incomes. The increase in retail 
supplies in relation to the increase in money incomes in 
1974 was high for meat and milk supplies in the Soviet 
Union, for milk and dairy products in Hungary and 


ve The available information on family budgets in Bulgaria indi- 
cates important changes in consumption patterns in the course of the 
last ten years or so. The following data have been released by the 
Central Department of Statistics: 


1962 1973 
Leva Per cent Leva Per cent 
Total money expenditure 1 336 90.8 2710 83.1 
of which 
ROOd surat eae Sen ee 779 52.9 1358 41.7 
Clothes; footwear ae ae 235 16.0 375 Lis 
Rent, light, heating. .... 159 10.8 271 8.3 
Cultural and social 
EXPENGIUUTCT mien eure 69 4.7 271 8.3 
о ¢ Gg 9 @ 6 6 0 6 64 4.3 178 Sip) 
Other ItemiSer, се 30 р 257 7.8 
Savings . lee en tal eae 136 9.2 550 16.9 
Total money income . 1472 100.0 3260 100.0 


Source: BTA Report. 


и УЕ Poliakov “Taking account of consumer demand in retail 
price formation’ Vestnik Moskovskogo Universiteta, Seria VII: 
Ekonomika, 1974, No. I gives the following estimates of income 
es for food and textiles, as derived from family budget sta- 
istics: 


SUSATA Ewa ees о ea 0.311 
Milk, dairy products 0.511 
Meat, poultry 0.588 
Vegetables wed 0.614 
Fruit, grapes . ... . 0.972 
Vodka, hard liquor . 1.119 
Naturalisilkemey se 4 0.532 
Cotton textiles 0.572 
Е О 6 5 pA bo Gok bo a eee 0.605 
Woollen textiles 11 58 
Linen textiles . . 1.218 
Artificial silk . 1.244 


Bulgaria, and for fruit and grapes in Romania. Income 
elasticities were comparatively low for fruit and vegetables 
in the Soviet Union and for vegetables in Bulgaria and 
Romania. In the consumer durables sector high relative 
rates of supply expansion are to be found for motor-cars - 
in the Soviet Union, Hungary and Poland, but comparat- 
ively low rates for refrigerators and vacuum cleaners in 
the Soviet Union, Hungary and Romania. Furniture 
supplies in Romania appear to have reached particularly 
high rates of relative expansion (table 3.10). 


(iv) Education, health and social services 


Total budgetary expenditure on education, culture, 
research, health, social security and welfare services in 
the budgets for 1974 (see text-table below), expanded as 
fast as the increase in money incomes in Hungary, at a 
lesser rate in the Soviet Union and at a faster rate in the 
German Democratic Republic and Romania. Compared 
with total budgetary expenditure the increase was lower in 
the Soviet Union and Bulgaria. 


State budget expenditure on education, health and social purposes 


(Annual percentage changes) 


Expenditure on education, health and welfare 


Education, Health, social 
Total budget culture, security and 
expenditure Total research welfare services 
German Democratic 
Republic 

1966-1970 . .. 4.8 6.1 10.0 4.5 

Plan 1974 Lo 6.3* oR | 7.6* 

1971-1974 а 95+ = 5.6 85° 

Plan 1975 ye 4.2* 4.3 4.2* 
Hungary 

Plan 1974 13.4 10.8 8.6 if Ne 

1971-1974 а Г 10.7 1 We 10.3 1 Ge) 

Blan 19... 22 13.5 11.1 14.4 
Romania 

1966-1970 .. . 7.0 8.6 6.9 10.6 

Plan 1974 ... 0.4 10.2 11.0 9.8 

1971-1974¢ .. 5.9 6.9 5-5 7.8 

Рай 1975... 225 6.1 4.5 6.8 
Soviet Union 

1966-1970 .. . 8.8 тэ ee 8.5 

ee ee Shot 4.3 4.7 4.0 

1971-1974 А 6.55 6.3* 5 5.9 

Ра: 4.9 vie] 6.4 1.5 


Sources: State budgets; national statistical yearbooks; national plans and plan- 
fulfilment reports. 

4 Actual for 1971-1973, Plan for 1974 (which may be assumed to have been 
fulfilled). 
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pie TABLE 3.12 
Indicators of public health-services development 
Number of physicians Number of hospital beds 
Total in Per 10,000 Total in ‘Per 10,000 
thousands inhabitants thousands inhabitants 

Bulgaria 
T9060 Sar es ta ak ire heh eo oan opel 13.4 ily/ 53.9 9p) 
IE See Tete a RS iin Ас 16.5 21 66.2 85 
197 Ota cat ake oe прах cl oats. Tae 18.9 23 12.3 94 
1973me eee по еее apes 21.0 24 79.9 100 
ТОО р Me oe Glee: Ре 2 Do 83.1 103 

Czechoslovakia 
бо же, 24.0 17.5 И 99 
LOGS ево ру ое Ca В Акс 29.2 20.5 145.8 97 
О К Ух. «о ЛО Е 23.2 147.2 97 
СИ BS, ctr te ee 37:3 255 147.7 99 
ТО ее See, 26.3 

German Democratic Republic 
LOGOS ое ЗВ Фо с aie on”: 20.9 1222. 204.8 119 
к СО о sree PISA 15.1 206.2 121 
US PRES ts, Sn ee Кн 34.6 20.3 190.0 111 
OTe ee etre ats aie tc. о 36.8 217 184.5 109 
ука о жк 38.3 22.6 

Hungary 
960 Se rere. ete, ee Sy ee 15.7 157 71.2 ИТ 
LOGS Se es а а or ee i Ee 19.5 19.2 77.8 Til 
LOOMS IP 0). о О 23.5 22.8 84.5 82 
Ве ас 25.6 24.6 86.6 83 
и и о ме ь т. 26.3 25.1 87.5 83 

Poland 
TOGO BAe darter. Ck. Pag tt okies Ree. 38.0 12.8 209.3 70 
Об Eee eee Pal geet). wees 51.1 16.2 232.8 74 
И о eee ое 62.9 19.3 241.6 74 
Е ар, рии See ene aT em РРР 70.0 20.9 252.0 75 
OAs И а FN a Sates page 21.4 

Romania 
1960 Ree ба Be 25.0 13.6 133.9 1B 
А С Wat пр oes 27.9 14.5 144.1 76 
970 Mace eae ten oda MEY os ae Е 30.0 14.8 168.1 83 
О а нь етом eure ss 32.8 15.8 186.2 89 
о a ar ско 192* 91 

Soviet Union 
[60 Ae Ро а 431.7 20.0 1 739 80 
о Ose eee че 554.2 23.9 2226 96 
и 668.4 27.4 2 663 109 
йе eee cee eae ts Baise eal ce 766.7 30.6 2 866 114 
LOT Ameen ee a tance ae ods 799.7 31.6 

Byelorussian SSR 
US GOs ИИ 1335 16.4 55.9 68 
SG State etna ae Baie cur оО Ls 18.9 21.8 80.0 92 
ее. 234. 25.8 94.2 104 
LO SMM ss Ae Sete oe es 26.4 28.5 102.3 110 
(og fe Miners A DP agi ie Pe Pee 27.4 Pike} 

Ukrainian SSR 
ICTS NE ee Sage Sl ВА ec Aare Mey Mer 85.6 19.9 343.8 80 
1OGS a eee eave yo ое 110.6 24.3 428.2 94 
О We, ee ee eee ee 131.0 27.6 511.0 108 
LOPS abe ee, see eatery ae tell Gens 146.1 30.1 550.2 114 
с с 151.0 30.9 


Sources: National statistical yearbooks; CMEA Statistical Yearbook; plans and plan-fulfilment reports. 
Note. The number of physicians includes dentists. Hospital beds are understood to include beds in clinics, sanatoria, 
etc, 


130 Recent economic developments in eastern Europe and the Soviet Union 2 ge 
ыы lel Nt lam cecal ts tad ЧЕ ЕН 


The comparison for 1971-1974 of the expansion of 
educational, health and welfare expenditure with the 
expansion of money incomes, shows parallel development 
for the Soviet Union, slower growth for the educational, 
health and welfare budget for Romania, and much higher 
rates for the German Democratic Republic and Hungary. 


Expenditure on education, culture and research in 1974 
in the Soviet Union and Romania rose more than ex- 
penditure on health, social security and welfare. In the 
German Democratic Republic and Hungary the increase 
was more substantial for health and related services. 
In 1971-1974, the increase between these two main parts 
of the social services budget more or less evened out for 
the Soviet Union and Hungary but health and related 
expenditure increased faster in the German Democratic 
Republic and Romania. 

The main budgetary chapter on education, health and 
social services, sometimes termed ‘“‘Expenditure for the 
population”, in addition to its traditional sections, has 
for some time also included in a number of countries, 
“Subsidies for retail price maintenance”. In the German 
Democratic Republic, for example, they accounted for 
as much as 9.3 per cent of total budgetary expenditure 
in 1974, and 29.9 per cent of the total “expenditure for 
the population’”’. 

Educational and health standards continued to rise fast 
in all east European countries. Participation in university 
and university level education has progressed considerably 
since 1970 in Poland, Hungary and Bulgaria, following 
an impressive expansion in the preceding decade in the 
Soviet Union and all east European countries. The latest 
available statistics (1973) report an enrolment ratio of 
18-19 per thousand of the population in the Soviet Union 
and the German Democratic Republic, of about 12 per 
thousand in Poland and Bulgaria, of about 9 per thousand 
in Czechoslovakia and Hungary, and of about 7 per 
thousand in Romania. 

Participation in secondary education is also increasing. 
Every third person in the relevant age group was following 
secondary education, according to the latest available 
information, in Czechoslovakia and Hungary while in 
1960 it was only every fourth person. In Romania, every 


second person in the relevant age group is reported to 
take part in such studies. Participation in primary educa- 
tion is now considered to include the whole of the age 
group in question. 

The availability of pre-schooling facilities for children 
is also improving, particularly in the German Democratic 
Republic, Hungary and Poland. The participation of the 
relevant age group reached 77 per cent in the German 
Democratic Republic, 72 per cent in Hungary and 58 per 
cent in Czechoslovakia, but remained below 50 per cent 
in Romania and much below in Poland (table 3.11). 


Data on health services also show favourable develop- 
ments. The number of hospital beds available to the 
population increased considerably in the first three years 
of the current five-year plan in the Soviet Union, Romania 
and Bulgaria. In comparison with 1960 the increase is 
particularly impressive in the Soviet Union and Romania 
but it was also large in Bulgaria and Hungary. There 
are now more than 100 hospital beds for every 10,000 of 
the population in all the east European countries except 
Romania, Hungary and Poland. 

The number of trained medical doctors is also constantly 
increasing. A large increase in the number of medical 
doctors per 10,000 inhabitants in the 1960s in all countries 
except Romania, has been followed by further large 
increases particularly in the Soviet Union. The highest 
ratio at present is in the Soviet Union (32 medical doctors 
per 10,000 inhabitants) but it is also high elsewhere with 
a noticeable shortage of doctors only in Romania (table 
3.12). 

The plans for 1975 indicate a greater expansion of 
money incomes than of the total budget expenditure on 
education, health, welfare and related services in the 
German Democratic Republic and Romania, but relatively 
higher budget expenditure in Hungary and, in all prob- 
ability in the Soviet Union. On the basis of actual develop- 
ments in three years and plans for two years, it is likely 
that the increase in the educational, health and welfare 
budgets will surpass the increases in money incomes for 
1971-1975. The increase in welfare from unpaid services 
is therefore likely to be greater than the population’s real 
spending from money income. 


4. THE TRADE OF EAST EUROPEAN COUNTRIES 


For east European trade as a whole (including the 
Soviet Union) the value of the trade turnover increased 
in 1974 by 26 per cent as compared with 19 per cent 
in 1973. The turnower volume may have risen by some 
9 per cent, compared with about 12 per cent in 1973. 
Since the rate of growth of national income also declined 
the trade elasticity fell slightly, although remaining 
above unity due to a high rate of growth in intra-CMEA 
trade. The values of exports and imports increased 
in 1974 faster than in 1973 and they continued to 
grow at similar rates. The trade deficit of the area more 
than doubled (in current dollars). However, the volume 
growth of exports and imports slowed down a great deal 
during 1974. It seems that export and import prices 
increased at similar rates and the terms of trade of the 
area as a whole deteriorated only slightly. 


The growth of trade of east European countries 2 


Value in billion Annual percentage 


current dollars change 
Exports Imports Exports Imports 
TCM ye oe 33,7 32.7 On 8.4 
OOS sch a ae 39.9 40.3 9.0 13.4 
Е ое kee ey ce he 53.0 Sey, 18.2 18.7 
IS7a=(volume) - о... 1.2 1357) 
O74 Blane. se, fe ВЕ nic —— 11.7 
ее 30s. 66.0 68.0 253 26.0 
1971” (volume)! . 2 .. 9.2 9.6 
LOPS/Plan ee ose we —— 13.0 —— 


a See footnote а to table 4.1. Individual country changes have been weighted on 
the basis of their trade in current years. 


High growth rates were reported in the trade values 
of most of the individual countries (table 4.1). There 
was either a switch to deficit or an increase in the deficit 
in all countries except the Soviet Union. Part of the inter- 
country differences was due to a varying commodity 
composition of exports and imports, which also accounts 
in part for different movements in the terms of trade. 
In the Soviet Union they improved but in the other 
countries, it seems, they deteriorated: in Hungary, for 
instance, by 8 per cent. In Poland they may have remained 
unchanged or have only slightly worsened. The worsening 
occurred in the trade with developing countries (including 
oil producers); the terms of trade with industrial market 
economies improved in most cases. 

In volume terms, it seems, the trade among CMEA 
countries was the fastest growing trade flow. In value 
terms, trade with western countries was the most dynamic 
flow and increased faster than in 1973. However, the 
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volume growth of trade with western countries fell sharply 
and exports to western industrialized countries even 
declined (table 4.2). This implies a considerable increase 
in the volume of east European exports to the developing 
countries but a small increase in their imports from them. 
In fact, higher prices of fuels and raw materials entailed 
considerable economies in the consumption of these 
products. As expected, the fastest growth occurred in the 
value of trade in industrial materials but that in other 
products, especially foodstuffs, also increased fast (for 
examples see table 4.3). In volume terms machinery was 
probably the fastest growing import category although 
imports of consumer goods also rose strongly. 


THE TRADE AMONG CMEA COUNTRIES 


The value and the volume of the trade among CMEA 
countries is estimated to have increased in 1974 by 14 
and 13 per cent respectively (table 4.2). Volume growth 
was higher than in 1973 (when it was some 10 per cent). 
The Soviet Union speeded up both imports from and 
exports to other partner countries. This improved their 
supplies and capacity utilization. Trade among CMEA 
countries other than the Soviet Union also increased 
rapidly. 


Data on the actual commodity composition of intra- 
CMEA trade in 1974 are not available, but some informa- 
tion can be obtained from trade agreements (see table 
below) which represent minimum obligations and, in fact, 
most of the trade. In 1974, trade in all major product 
groups except chemicals was expected to grow fast. 
Machinery is the most important item and was expected 
to be among the most dynamic. The major market for 
machinery is the Soviet Union and the major suppliers 
are the German Democratic Republic and the Soviet 
Union (each 23 per cent of the total), followed by Czecho- 
slovakia (17 per cent) and Poland (15 per cent). Fuels, 
ores and metals combined are the next most important 
items in this trade and these were also expected to be 
among the most dynamic trade flows. The Soviet Union 
accounts for roughly 70 per cent of intra-CMEA trade 
in these products. Its deliveries of oil were fixed at 
59 million tons which was 7 per cent more than in 1973 
in spite of the vast campaign to save oil in the region. 
Internationally traded supplies of fuels and metals com- 
bined increased faster (11.0 per cent) than the total 
industrial production of the east European countries other 
than the Soviet Union (9.6 per cent). Consumer goods, 
another important item in mutual trade, were also planned 
to expand fast in 1974 and faster than domestic consump- 
tion of these products. 
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TABLE 4.1 
Changes in the value of foreign trade of east European countries (including the Soviet Union) 


(Value in millions of current dollars, and percentage change over 
corresponding period of previous year) @ 


qe ES ЖЖ пЖипяЖиппаЖпЖя Жопа» 


Value dollars Percentage change 


Country and period Exports Imports Exports Imports 
pa Baap eae at ES ee ee Re ee ee ee 


Bulgaria 
с arte ad rn ls aie ar 2 627 2 567 ot 11.8 
LOTS PS PI es ee cae 3 405 3374 12.8 14.4 
1O7ASPlanae tse. Seen: mee ee te — 8.5 —- 
1974 rset К 5 4038 4 343 18.5 28.7 
Czechoslovakia 
И re en, ee 4915 4 662 8.3 7.1 
1973 ee ee ee oe eas 6028 6110 8.4 15.8 
TOTASP lan argc ое. me me — 10.0 — 
ТОПЕ ee. Ee Те 7 191 7366 21.6 22.8 
975 рай ое a Bt — 7.9 — 


ПО аки a 7520 7 853 9.4 19.6 
ЕН а о о А een: a ue — 10.0 —-. 
а о а лит 8 747 9 647 16.4 22.9 
ПО: Planers ее BS a =—- 9.1 oe 
Hungary 
USS Rin Te eh р С. 1 3292 3 154 Dee —2.9 
ен о акс дет 4477 3 972 18.1 9.4 
И EVEN Ure cid cel ee ве м a es 11.9 
NOTA re ns, ee ees Ps 4996 5 434 11.6 36.8 
Poland 
LES Fh) ай. ЗЕ 4927 5 329 НО 21.4 
А arr Bee о ssn 6 432 7 862 17.8 se} 
IGS eS bia Cig oe as ee Gee ee i. ote 18.0 22.0 
LOA ner ат к ae 8 642 10 865 29.5 Saez. 
IS HEY о So 6 oe We Bo ¢ 18.4 4 
Romania 
1972 phen и. 2 599 2616 14.0 14.7 
NO Sitar а ога, о ee 3 870 3 629 29.2 20.4 
USA lait ое а eee ne a a 41.3 — 
LOT A see ow ces Г ие ——- 10 371 —— -_- 38.3 —— 
USS IDEM 6 6 5 co a < -_—— 21.8 —— 


Soviet Union 


Жо Дико ИЗ зо 9 16 054 25 18.5 
267 20916 24.1 16.8 
О а ore eee : 5 ae 55 =. 

вое ба Rote ie 24 835 31.0 21.0 
IEEE Ве kb tt Olc, ic — 13.0 -— 


Sources; National statistics, plans and plan-fulfilment reports. 

a The absolute values in current dollars are obtained by applying the official exchange rates used for statistical purposes, 
(See United Nations, Monthly Bulletin of Statistics, January 1975.) The percentage changes are derived directly from 
national series expressed in national accounting units, The same procedure has also been followed in the tables 4.2 and 4,3, 
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TABLE 4.3 
Commodity trade of selected CMEA countries 


(Percentage changes over previous year) 


К a ee a В кения ee eee с 


Exports Imports 
i Consumer 
Intermediate Consumer | Intermediate sie 
Country and period Total Machinery products Food goods Total Machinery products Food 20 


ры ee ee Е 


Bulgaria 
о к es ees 12.8 27.2 10.5 15 8.4 14.4 10.8 14.9 69.4 ee 
ПО (Отели) о оо об 16.2 21.0 43.9 4.3 0.7 27.4 РЗ 25.8 57:5 43. 
Czechoslovakia 
О Ее нь. А 8.4 10.0 iia 6.4 0.3 15.8 2 10.3 9.6 6.7 
О (Оо), о чо бб 20.4 132 25.9 Dial 7.4 32.9 30.2 27.9 24.4 26.6 
Aungary : 
LOT GIR = а... 18.1 19.0 20.8 24.5 9.2 9.4 —5.1 11.9 15.6 259 
1974 Е ие eee. 11.6 13.4 APS 1222 7.6 36.8 37.2 392 49.6 19.4 
Poland 
LLU lieve oars cheng A oe ot ea 17.8 16.9 16.8 20.0 20.0 3301 40.6 29.5 41.6 5.8 
ПО о о ро вс 27.4 19.3 47.2 12.12 16.85 38.6 29.0 57.0 34.12 27.05 
Soviet Union 
а р ae ae ae: 24.1 14.6 28.2 7 20.1 16.8 15.8 20.0 31.0 —0.2 
ПИТ (Оо < ооо ва . 20.0 >20.0 Ae ae ans >20.0 ae <0 
Sources: National statistics, plan-fulfilment reports and Press reports. а Processed food and agriculture. 5 Light industry. 
Intra-CMEA trade in 1974 as provided by trade agreements of the exports of the respective branches. Bulgaria had 
the highest proportion of such products in total exports 
Percentage but the share was close to 10 per cent in Czechoslovakia, 


и Оби" the German Democratic Republic and Poland. The bulk 
of trade under specialization agreements is managed on 


а 12 100.0 a bilateral basis but the proportion of trade under multi- 
Machinery но 117 45.6 lateral arrangements has been rising (from 29 per cent 
Fuels, oresandmetals. ......... 11.0 20.3 in 1973 to 38 per cent in 1974). In 1974 trade in these 
Chemicals carers te nie ee Fe 0.9 3.9 products was expected to increase very fast to $3.6 billion. 
Agriculture, raw materials, non-edible . . . 8.0 4.1 
Agriculture, raw materials, edible .... 24.7 3.9 
о Mer peje ae alee as 8.9 5.4 Mutual deliveries of products subject to specialization agreements, 
Consumer coodses зо провоз 10.9 12.3 as provided by annual trade protocols 
Source; Vneshnaya Torgovlya, October 1974, р. 29. 

1974 1974 1973 
in million percentage as percentage of 
dollars increase total exports 
Conditions for the growth of intra-CMEA trade in ate ae 

174 were favourable. Demand and output increased 

considerably in all countries and, in some, at a faster що. 3 600 37 8.4 

rate than in 1973. The stress in domestic policies continued 

to be on investment and this favoured the trade in machin- Bu ae ЖА ee a is 

ery. A further increase in the number of joint projects а | ее ыы 7M 

also required an expansion of mutual deliveries of capital О с" ИЕ 60 9.6 

goods (mostly on credit). At the same time, the growth Hungary . hod Taba 298 39 7.6 

in supplies of consumer goods was not reduced. Further- Poland. ...... 515 21 11.6 

more, intra-regional output specialization continued to Romania... . <4 85 47 3.3 

develop quickly. The table below provides information Soviet Union... . 754 16 6.6 

on trade in products subject to specialization agreements, ее Е Sa ner 

In 1973 they accounted for almost 9 per cent of the over- Source: Vneshnaya Torgovlya, October 1974, р. 30. Original figures are given in 


4 р a bl hict onverted to US doll t the excha : ГО. 
all trade among these countries but for almost 12 per cent ees which were convert о dollars at the exchange rate of 0.757 roubles per 
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Increasing attention is being ‘paid to greater co-opera- 
tion in the financial aspects of mutual trade. In 1973 
and 1974 credit facilities were extended although credit 
conditions were tightened in order to encourage econ- 
omical use. The granting of credit free of interest was 
stopped and for some types of credit interest rates were 
raised (which now spreads between 2 and 5 per cent). 
In January 1975, the Executive Committee of the CMEA 
decided to extend the use of the transferable rouble to 
the settlement of accounts in mutual trade in products 
and services, and to the financing of joint projects and 
common research. At present 60 per cent of all trans- 
actions between CMEA countries is paid for in trans- 
ferable roubles. It was also decided to allow other coun- 
tries to use transferable roubles in the settlement of their 
accounts with CMEA countries. In the view of the 
CMEA authorities, this extension in the use of the trans- 
ferable rouble makes the introduction of convertibility of 
domestic currencies less urgent. 


TRADE WITH INDUSTRIAL MARKET ECONOMIES 


During the first nine months of 1974, the value of 
exports of CMEA countries to industrial market econo- 
mies increased faster than in 1973 as a whole but their 
imports from them grew less fast (table 4.2). Exports 
to the United States and Canada and imports from Japan 
grew at the fastest rates (by 78 and 93 per cent respect- 
ively). Imports from the United States and Canada 
declined by 33 per cent. Exports to and imports from 
western Europe rose by 48 per cent, more than in 1973. 
Exports of the Soviet Union and Poland and imports of 
Bulgaria and Hungary grew at the fastest rate. Imports 
of the Soviet Union grew relatively little mainly because 
of a decline of 64 per cent in imports from the United 
States and Canada. 


It appears from table 4.4 (which covers some 70 per 
cent of east-west trade) that east European imports were 
affected by a considerable decline in imports of food from 
the United States and France and a generally slow growth 
of imports of crude materials from OECD countries. The 
need of the Soviet Union to import grains diminished 
considerably and at the same time it shifted some pur- 
chases to Argentina and Australia (some 2 million tons). 
Furthermore, east European imports of machinery 
increased less than last year, although chemicals and 
metals rose relatively fast. East European exports of 
fuels, chemicals and crude materials increased at the 
fastest rate and faster than in 1973. Exports of metals, 


machinery, consumer goods and foodstuffs rose relatively 
little. 


Much of the expansion in exports and imports as well 
as the change in their commodity composition, was due 
to a large but uneven increase in prices. On the basis 
of east-west trade weights in 1973, east European import 
prices are estimated to have risen by 25 per cent and 
export prices by 65 per cent. This considerable improve- 
ment in the terms of trade accrued mainly to the Soviet 
Union and Poland. On the basis of these estimated price 
changes, the volume of east European exports declined 
by some 10 per cent (mostly machinery, fuels and metals), 
while that of imports rose by 10 per cent (mainly ma- 
chinery, chemicals and to a certain extent metals). 


The conditions for the growth of east-west trade in 
1974 were mixed. Certain short-term factors limited the 
growth of east European exports and encouraged imports. 
In eastern Europe output and all categories of demand 
grew fast. In contrast, demand in the industrial market 
economies was slack, output grew little and the volume 
growth of total imports fell from 13 per cent in 1973 to 
2 per cent in 1974. East European exports were also 
affected by commercial policies. Early in 1974, the 
European Economic Community raised considerably the 


TABLE 4.4 


The trade of east European countries with industrial market economies in 1974 


(т million US current dollars; percentage increases over the same period of 1973 т brackets) 


i 666666068 дд 


Group [a 
January-September 


Exports Imports 


Group ПЬ 
January-June 


Group ШС 
January-September 


Exports Imports Exports Imports 


nnn nnn хь хьъьЪЪЪ 55„„„—„_„_—_к_к_—_д_к_д_д_дкдкдкдкккококккккк 


Food, beverages, tobacco, oils . 678 (23) 401 (14) 
@rudematernals) 2 ss 2. 944 (48) 317 (25) 
ОЕ о оо 2204 (178) 69 (50) 
Феи nee oe 343 (67) 1 200 (89) 
Various manufactures?. . . . 1265 (15) 2 372 (67) 
ОА со по бое 3 (01) 2 490 (35) 
Various consumer goods . . . 568 (24) 345 (35) 

TotaL 6380 (55) 7 194 (50) 


192 (63) 64 (—52) 96 (22) 511 (—49) 
522 (370) 45 (13) 30 (58) 187. (6) 
263 (42) 16 (100) 159 (231) 5 (67) 
105 (133) 155 (38) 38 (111) 45 (32) 
327 (44) 531 (63) 297 (63) 52 (30) 
101 (31) 496 (50) 49 (40) 310 (71) 
61 (—80) 70 (15) 129 (90) 23 (156) 
1571 (48) 1377 (40) 798 (18) 1138023) 


eT 


a 
Source: United Nations, Commodity Trade Statistics, New York. 


i 5 Finland, Austria, Norway, 

а Denmark, the Federal Republic of Germany, у istria, №0 У, 

Portugal, Sweden, Switzerland, the United Kingdom. _The trade between the 
Federal Republic of Germany and the German Democratic Republic excluded. 


6 France, Spain, Japan. 
с United States and Canada. 
d Mainly metals and metal products. 
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import surcharges on beef and veal meat and on cattle 
and calves for slaughter. Moreover, they interrupted these 
imports for some time in May 1974 and stopped them 
altogether after June of that year. In 1973 they imported 
from eastern Europe some $450 million of these products, 
approximately 8 per cent of their total imports from 
eastern Europe.** The effect of these restrictions was 
mainly concentrated on Hungary and Poland which supply 
the bulk of total meat exports. Similar effects also arose 
from the Italian import surcharges which were introduced 
to protect the balance of payments. (Italy accounts for 
some 13 per cent of east European exports to western 
Europe.) 

A number of long-term factors were the main influence 
on east European imports. Certain policies at their 
present stage of implementation are more import demand- 
ing than export generating, but this should change at the 
later stages of implementation. A major effort has been 
undertaken in all east European countries to modernize 
domestic industry with special emphasis on export pro- 
motion. There are also so-called self-liquidating projects 
which are part of a new strategy in east-west industrial 
co-operation to encourage in eastern Europe the produc- 
tion of energy, raw materials and labour intensive pro- 
ducts. The west is helping this effort with credits. Eastern 
Europe will use these products in the first instance to 
repay the credits and then to pay for future imports of 
western technology and other sophisticated goods.®* This 
specialization is based on differences in the relative availa- 
bility of different factors of production. East Europeans 


38 At least a part of this was, however, bought by the Soviet Union 
at the world market prices and for convertible currency. 


Information on such projects can be found in previous 
SURVEYS and Bulletins of the Economic Commission for Europe. 
Among recent ones, mention should be made of an aluminium 
complex to be built by the French firm Pechiney Ugine Kaufman 
and the US Kaiser Corporation in the Soviet Union (one million 
tons of alumina, 500 thousand tons of aluminium). The project is 
worth 6 billion francs and will be supported by a credit of 3 billion 
francs to be repaid by deliveries of metal. The French firms Télé- 
mécanique Electrique and Renault will deliver to the Soviet Union a 
complete factory (capacity 5 million electric contacts per year), on 
similar terms; the project is worth 410 million francs. Hungarian 
and British firms are now negotiating the delivery to Hungary of a 
polypropylene factory with an annual capacity of 40 thousand tons 
worth 12 million pounds to be paid for with future products. A 
consortium of West German banks has granted the Soviet Union a 
credit of DM 1.5 billion to finance deliveries of 950 thousand tons 
of pipes and other equipment for gas extraction to be repaid by gas. 
(A number of other countries will also deliver pipes on credit to be 
repaid by gas.) Italian firms are, or will be, constructing 11 chemical 
complexes in the Soviet Union on credit to be repaid by future 
products. A second general agreement for the development of 
forest resources in Soviet Siberia and the Far East (the first expires 
in December 1973) provides for $550 million of credit from the 
Export-Import Bank of Japan to be repaid by deliveries of timber 
(18.4 million cubic metres over five years). The agreement falls 
within an inter-government protocol providing $1,050 million of 
long-term credit for the development of coal, gas and timber in the 
Soviet Union. Japan will participate with $252 million in oil and gas 
exploration off the coasts of Sakhalin (protocol signed 11 December 
1974). A group of United States and Canadian banks have signed an 
agreement to help finance development of Poland’s copper industry. 
A preliminary agreement has been reached between the Soviet, 
United States and Japanese companies for the exploration of 
Yakutsk gas reserves. Exploration will cost $600 million of which 
$400 million will be financed by the Soviet Union. 


believe that, within this framework, there are good pros- 
pects for expanding outputs and exports based on oil, 
gas, ferro-alloys, aluminium, copper, some rolled metals 
and timber, as well as general engineering, agricultural 
machinery and component parts for motor-vehicles. It 
should be mentioned that opportunities in the Soviet 
Union for this kind of co-operation seem to be larger 
than in other east European countries. 


Certain long-term factors were in principle favourable 
to east-west trade as a whole but the slack demand in the 
west limited their impact. There are, first, long-term 
(ten-year) economic, trade and co-operation agreements 
among east-west European governments. The number 
of these increased from 93 (out of 119 possible) in the 
first half of 1973 to 102 at the end of 1974. Also, their 
nature has been changing. Previously, they had aimed 
primarily at the liberalization of trade (quantitative restric- 
tions and МЕМ) and payments but now they are increas- 
ingly concerned with industrial co-operation, trade in 
licences, joint construction of enterprises, joint ventures 
in third countries, technological transfers, credits and 
marketing.1° They provide also for the establishment of 
joint commissions whose purpose is to stimulate contacts, 
contracts, co-operation and the establishment of foreign 
representation.1° Their impacts on industrial co-opera- 
tion are encouraging.’°? Following these agreements, 
special measures have been adopted in Poland (1972), 
the German Democratic Republic and Czechoslovakia 
(1973), Romania and Bulgaria (1974) to encourage 
domestic enterprises to seek international co-operation: 


100 Mainly as a result of these agreements, quantitative restrictions 
in certain western countries on imports from eastern Europe have 
been largely eliminated in recent years. Switzerland has eliminated 
them almost entirely. A very high degree of liberalization has also 
been achieved in the Benelux countries, in Denmark, Norway, 
Sweden and, very recently, in the United Kingdom. Considerable 
liberalization was introduced in France, Italy and the Federal 
Republic of Germany. In 1974 the Federal Republic of Germany’s 
import list was extended to cover 91 per cent of the goods available 
for export from the Soviet Union. However, the number of 
tariff items subject to quotas seems to be still high in Italy. As from 
January 1974, Austria removed all quantitative restrictions on 
imports from the Soviet Union and has considerably liberalized 
imports from other countries. Rapid progress took place in liberali- 
zation in Finland especially since March 1974. In the EEC’s com- 
mon list of tariffs, liberalized products increased from 445 entire 
tariff headings in 1964 to 683 headings in March 1974 (plus 526 
partial headings). A considerable degree of liberalization has been 
achieved in the matters of payments: the number of bilateral 
agreements declined from 21 in 1972 to 11 at the beginning of 1974. 
Lend-lease operations appeared in 1974. 


101 In the Soviet Union, there were, in mid-1972, 36 offices of 
foreign companies and in mid-1974 over 70 (including 17 offices of 
west European banks). In Romania, there are now 126 such offices. 
Such representation is permitted also in the German Democratic 
Republic (since 1972), in Poland (since 1973), in Bulgaria and in 
Hungary. There are now more than 10 representative offices of east 
European banks in the west. They participate in financing east-west 
trade and in dealings with western financial markets. Also, they 
facilitate contact and supply information. 


1 Up to mid-1973 about 600 agreements were signed in this field. 
In Hungary alone by the end of 1973 some 300 agreements existed 
(68 per cent of which were in metal-making and metal-using, 11 per 
cent in other heavy industry, 11 per cent in food industry, and 9 per 
cent in light industry). In 1974 there was an acceleration in their 
growth. At present, firms from the Federal Republic of Germany 
are engaged in about 350 co-operation projects with enterprises 
and economic organizations in east European countries. 
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they enjoy special facilities for the supply of capital goods, 
raw materials and finance, and they benefit from tariff 
preferences and help in management. Western countries 
also have extended liberalization to the products subject 
to co-operation agreements. It should be mentioned that 
particularly for east European countries other than the 
Soviet Union, industrial co-operation is a most promising 
factor for the expansion of their east-west trade. There 
are a number of other factors which help co-operation. 
Hungary and Romania now admit on their territories 
mixed corporations with minority foreign capital partici- 
pation. Four such corporations were set up in 1974 in 
Romania and two in Hungary. Quite a lot has been done 
in recent years in liberalizing tariffs. The gradual applica- 
tion of the GATT rules to Poland, Hungary and Romania 
has often been extended to other countries. The European 
Economic Community in 1973 and 1974 enlarged the 
common liberalization lists applicable to imports from 
eastern Europe. Romania, and to a certain extent Bulga- 
ria, were included in 1974 in the scheme for preferences 
granted to developing countries. Recently, Finland signed 
free trade agreements with Hungary, Bulgaria and 
Czechoslovakia. Similar agreements have been negotiated 
with the German Democratic Republic and Poland. 


It should be mentioned that one can expect a smooth 
transition to the new conditions when the rights to nego- 
tiate trade agreements with east European countries are 
transferred from individual EEC member countries to the 
EEC’s Commission (as from 1 January 1975). In fact, 
no change in the status quo for quotas and customs are 
expected. In February, the first meeting took place 
between the CMEA and the Commission’s representatives 
with the aim of establishing contacts. 


The deficit of east European countries in their trade 
with industrial market economies declined from some 
$2.5 billion in 1973 ($1.9 billion during January-September 
1973) to some $1.6 billion during January-September 1974. 
This was due to the Soviet Union which reversed its deficit 
of some $0.5 billion in 1973 ($0.55 billion during January- 
September 1973) into a surplus of some $1.1 billion in 
January-September 1974. The Soviet Union benefited 
from considerable improvement in its terms of trade. Its 
need to import wheat diminished considerably, while 
higher prices for oil improved the account during January- 
September 1974 by some $1.5 billion. In contrast, the 
deficit of other east European countries persisted or 
increased. The deficit was probably held down by likely 
improvements of the terms of trade of east European 
countries which export considerable amounts of primary 
products. The cumulative deficit of these countries taken 
together amounted to some $8 billion during 1970-1974 
(but that of the Soviet Union fell by some 0.9 billion). 


Systematic information on the service and capital 
accounts in east-west relations are not available. With 
the help of partner statistics and IMF information, western 
sources have estimated hard currency earnings of east 
European countries from tourism at some $260 million 
in 1971. This was equivalent to nearly 3 per cent of their 
imports from industrial market economies but close to 
35 per cent of their trade deficit with these countries. 
In subsequent years these receipts increased a great deal. 


In transport services the deficit of east European countries 
other than the Soviet Union is estimated for 1971 at 
$85 million; subsequently, it may have declined some- 
what. Western sources estimate Soviet sales of gold at 
$1.1 billion during 1971-1973. Amounts smaller than 
that were sold in 1974 ($70 million to the United States 
alone), but in 1973 and 1974 prices of gold increased 
considerably. 


A large proportion of the deficit is financed by credits, 
partly export credits backed by State insurance guarantees, 
or commercial credits.°* Commercial credits (exceeding 
50 per cent of all current credit) are raised mostly in the 
Euro-currency and the Euro-bond markets. They are 
estimated by western sources at some $0.7 billion in 1972, 
$1.7 billion in 1973 and $1 billion in January-September 
1974, The Soviet Union has come into this market only 
recently and has borrowed $100 million. The CMEA 
International Bank for Economic Co-operation and the 
International Investment Bank have recently borrowed 
some $200 million. So far Hungary has floated $75 million 
of shares in the Euro-bond market. In 1974, Poland 
borrowed $350 million in Iran, and Hungary $34 million 
in Kuwait. Romania has so far borrowed more than 
$300 million from the IMF and IBRD. There are reports 
that over-all $3 billion credits were granted by the west 
to the east in 1974 alone. 


REVIEW BY COUNTRIES 


The value of the Bulgarian foreign trade increased in 
1974 by 24 per cent as compared with 14 per cent in 1973. 
Estimates—based on nine months’ figures—suggest that 
the growth of imports may have increased much more 
than exports. In contrast, in the preceding two years 


103 The position of the Export-Import Bank in Washington is 
especially important. Its credits are supplemented to the same 
amount through the lending of private banks. In 1973, of the 
$1.3 billion of the United States’ surplus in trade with eastern 
Europe, $1 billion was financed by such credits; in 1972 the amounts 
were $500 and $140 million respectively. Another example is the 
Paris-Dutch Bank which financed nearly 38 per cent of French 
exports to the Soviet Union during 1964-1969 and more than 30 per 
cent during 1970-1974. Other examples of export credits: in 1970 
France opened a credit to 4.5 billion francs for the Soviet Union 
available until the end of 1974. Late in 1973 it was raised to 6 bil- 
lion francs. A further 10 billion francs have been granted for 1975- 
1979 at an interest rate of 7.2 to 7.55 per cent (to finance the Soviet 
purchase of 13 billion francs of equipment including an aluminium 
complex). Also, a credit of 1.5 billion was opened to Poland but 
raised to 2.5 billion in 1973 and to 4.5 billion in 1974, available until 
the end of 1975. A syndicate of eight United Kingdom banks witha 
State guarantee provided a credit of £127 million within the frame- 
work of the recent tractor deal with Poland. The United Kingdom 
has extended £1 billion credits over five years to British companies 
taking up Soviet orders; credits will be available as contracts are 
signed. Italian government-backed credits reached some $1.5 billion. 
Recently, a consortium of banks in the Federal Republic of Germany 
granted the Soviet Union DM 800 million credit to finance the sales 
(worth DM 1,090 million) of 10 thousand special lorries. The 
Federal Republic of Germany provides the German Democratic 
Republic with a swing credit amounting per year to DM 200 million 
in 1968, DM 660 million in recent years, and rising to DM 775 
million in 1975 and during 1966-1981. The interest rate on export 
guaranteed credits has been recently raised from 6 per cent upwards 
to 8.5 per cent. 
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exports and imports expanded at almost equal rates. 
Consequently, moderate surpluses in trade with CMEA 
countries were reversed into a deficit and a moderate 
deficit in trade with the rest of the world increased consid- 
erably. Price increases of industrial materials had only 
a minor effect on the balance. The driving force behind 
the reversal was the acceleration of capital formation and 
the maintenance of a high rate of growth of industry and 
of the standard of living. Deficiencies in food and raw 
material supplies caused by successive set-backs in agri- 
culture affected both exports and imports. Imports of all 
major groups of products increased fast—in volume terms, 
consumer goods and machinery were the fastest growing 
items. Exports of foodstuffs and consumer goods grew 
little but, due to a large increase in output, exports of 
machinery and of intermediate products increased con- 
siderably. 


In Czechoslovakia the growth of the value of foreign 
trade increased in 1974. Imports grew faster than exports 
for the second year in succession so that the export surplus 
of earlier years turned into a slight deficit in 1973 which 
grew further in 1974 (to $175 million). In 1974, trade with 
both CMEA countries and the rest of the world expanded 
faster than in 1973 and Czechoslovak imports from both 
regions grew faster than its exports to them. In both 
cases Czechoslovakia registered deficits. In fact, Czecho- 
slovakia was spending surpluses accumulated in earlier 
years in its trade with east European countries but 
continued to borrow in western industrialized countries. 
This was primarily to finance imports of capital goods, 
which increased by 41 per cent during January-August 
1974, but also to finance increases in the prices of industrial 
materials. In fact, imports of all major groups of products 
increased rapidly. In exports, intermediate products and 
foodstuffs increased most, although in volume terms 
exports of machinery were the most dynamic. 


The value of the German Democratic Republic’s trade 
in 1974 increased a great deal faster than in 1973, but 
the rise in volume may have been similar to that of 1973. 
The volume increased at a similar rate in the trade with 
CMEA countries and western market economies. The 
volume of trade with developing countries rose by 25 per 
cent, so the trade volume with industrial countries must 
have changed little. It seems that this was true more of 
exports than of imports. In contrast, the value of exports 
to the industrial market economies increased faster than 
the value of its imports from that area, and its deficit 
may have remained roughly unchanged from 1973. Judg- 
ing from output and consumption figures, industrial 
materials and foodstuffs were the leading imports (values), 
and machinery and chemicals the leading exports. 


In Hungary the value of exports grew rapidly in 1972 
and 1973 but slowed down considerably in 1974 (in volume 
from 13 per cent in 1973 to 4 per cent in 1974). In contrast, 
the value of imports had lagged behind in 1972 and 1973 
but rose sharply in 1974 (in volume they accelerated from 
3 per cent in 1973 to 18 per cent in 1974). The deceleration 
in exports affected flows to both CMEA countries and 
the rest of the world (during January-November 1974 the 
volume to the latter went down) while imports from both 
regions accelerated (both in value and volume). This led 
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to a reversal from a trade surplus in 1973 to a trade deficit 
in 1974, all of the latter was in trade with western coun- 
tries. These changes were due to a number of factors. 
Hungary’s over-all terms of trade worsened by 8 per cent 
(1.2 per cent in 1973), but all of it was in the trade with | 
the countries outside the CMEA area (15 per cent). 
Dearer raw materials and fuels accounted for 60 per cent 
of the rise in the import bill, while restrictive policies in 
the EEC countries to protect agriculture affected Hunga- 
rian meat exports. Finally, domestic demand and com- 
mercial policies worked in the same direction. Hungary 
accelerated simultaneously the growth of its investments, 
industrial output and private consumption, which led to 
a large rise in imports of all major product groups and 
restrained exports. Hungary reduced its surplus in the 
trade with CMEA countries and borrowed in western 
capital markets. 


In Poland the value of both exports and imports 
increased rapidly in 1974, but imports continued to expand 
faster than exports, so the deficit continued to expand 
considerably, most of it from trade with western industrial 
market economies. Unlike many other countries, the 
Polish terms of trade with western countries improved 
by 8 per cent. Poland depends relatively little on imports 
of oil from outside the east European region but exports 
to it a considerable amount of coal, the price of which 
rose considerably. Poland continued to borrow heavily 
in western markets in order to sustain the modernization 
of its industries but also to improve supplies to industry 
and finance a large increase in wages. In fact, imports of 
all major groups of products increased fast both in value 
and volume. This policy has been pursued for some time 
and, so far, has been very import demanding. It is 
expected to be export promoting once the above moderni- 
zation is completed. It has already shown some results. 
The output of major exporting industries, where moderni- 
zation efforts have been concentrated, grew in 1974 by 
50 per cent faster than total output. Exports of all major 
groups of products except foodstuffs increased a great 
deal. Exports of intermediate goods rose fast mainly 
because of favourable prices and demand stimulated 
exports of coal which rose by 63 per cent (coal is included 
in intermediate goods). 


The value of Romanian trade increased faster in 1974 
than in 1973. Western statistics show that during January- 
September 1974 Romanian exports to industrial market 
economies increased faster than its imports from them. 
Nevertheless, the Romanian deficit in this trade increased. 
Romania’s policy is not to increase its indebtedness in 
this area unduly. 


The value of the Soviet Union’s trade in 1974 increased 
faster than in 1973 (implying a certain deceleration in 
volume growth). In value, trade with western countries 
increased faster than trade with CMEA partners but the 
opposite was true of volumes. The most spectacular 
change occurred in the Soviet terms of trade which im- 
proved considerably and helped turn the Soviet balance 
of trade with the industrial market economies from deficit 
to a substantial surplus. At the same time, the Soviet 
Union reversed its deficit into a surplus on trade with 
CMEA countries. The volume of imports and exports 
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of machinery grew at the fastest rate, but the value growth 
of exports of intermediate products was the most dynamic. 
Imports of foodstuffs declined. 


PRICES OF IMPORTED INDUSTRIAL MATERIALS 
AND STRUCTURAL MALADJUSTMENTS 


In recent years the international prices of industrial 
materials have fluctuated a great deal, and it is relevant 
to ask whether this affected relative costs and the capacity 
to import these products in CMEA countries and, in turn, 
the growth of their industries. However, this may be a 
problem mainly for the east European countries other 
than the Soviet Union which is largely self-sufficient in 
supplies of industrial materials and, in addition, has a 
considerable export surplus in this trade (some $10 billion 
in 1973). In the other CMEA countries, however, these 
imports account for a large proportion of domestic 
consumption: during 1968-1970, imports of fuels accounted 
for 17 per cent of domestic consumption in Czechoslo- 
vakia and up to 51 per cent in Bulgaria; for metallurgics 
the import ratio was 33 per cent in Czechoslovakia and 
up to 50 per cent in other countries; for paper, 14 per 
cent in Czechoslovakia and up to 44 per cent elsewhere; 
and for textiles 10 to 24 per cent. Moreover, these coun- 
tries have a considerable trade deficit in these products 
(some $7 billion in 1973). 

A review of these problems has to be limited to the 
1967-1974 period for which some information on foreign 
trade prices are available. With regard to шна-СМЕА 
trade, prices are kept constant over a period of five years, 
and then adjusted to the average of world market prices 
in the preceding five years. This smooths out largely 
annual fluctuations that occur in the world market and 
necessitates only marginal adjustments of intra-CMEA 
trade prices. The latest of these adjustments (made for 
1971-1975) involved an increase in prices of intra-CMEA 
trade in industrial materials of some 2.3 and 3.7 per cent 
in 1971 and 1972 respectively, but subsequently prices 
have remained virtually stable. Since 65 per cent of 
imports of industrial materials originated from within the 
region, price increases emanating from outside the region 
carry a relatively small weight in the average price move- 
ment. Thus, in 1973, prices of imports from outside the 
region increased by 12 per cent but by only 4.6 per cent 
for total imports of these products. However, there are 
negative consequences in that the gap between the 
domestic and foreign prices is maintained, and sometimes 
increased and this distorts costs and makes exchange rates 
artificial. 

Not only prices but also supplies are stabilized. Both 
imports and the import surplus of industrial materials of 
the CMEA countries other than the Soviet Union have 
been increasing throughout the 1967-1973 period, although 
annual rates of growth have fluctuated. However, supplies 
are scarcely affected because annual fluctuations in import 
growth rates were offset by changes in stocks. The latter 
were increased in years when the payments position was 
good but declined in others. As a result, for the region 
as a whole, industrial output grew at fast and even annual 


rates and without any apparent correlation with imports 
(table 4.5). 


The problem became more difficult in 1974. The prices 
of industrial materials imported from outside east Euro- 
pean countries rose by 65 per cent (January-September) 
while their weight in total imports increased. This led to 
an increase of 26 per cent in average prices for all imports 
of these products. Imports nevertheless rose considerably. 
Industrial output continued growing at fast rates since 
every country strives, at least in the short run, to maintain 
full utilization of capacity. The gap between domestic 
and international prices widened and large subsidies were 
needed to meet the difference. This aggravated the 
problems of financial management. 


The need for increasing imports is partly related to 
maladjustments in the structure of domestic output which 
affect domestic supplies of industrial materials. In almost 
all CMEA countries manufacturing output has grown fast 
in relation to the domestic output of industrial materials. 
A Polish publication! attributes this divergence primarily 
to capacity limitations in industrial materials production. 
It mentions also faults in planning, an excessive consump- 
tion of these products per unit of output (stimulated 
among other reasons by their under-pricing) and a slow 
growth in the domestic output of synthetics. In the region 
as a whole, this has caused an elasticity to import industrial 
materials (relative to the growth of industrial output) 
larger than unity, and this has produced strains on the 
balance of foreign payments. However, current press 
reports frequently claim that these imports are still insuffi- 
cient to fill the gap in supplies. 


The Soviet Union had supplied a large proportion of 
these imports: 47 per cent in 1972, somewhat more in 
earlier years but less in 1973 and 1974. However, volumes 
may have changed little. Table 4.6 provides data on Soviet 
exports of 13 basic industrial materials. It is noticeable 
that exports of most materials grew at similar rates to 
output. In a number of cases—oil and oil products, gas, 
pig iron, rolled steel and cellulose—Soviet exports to 
CMEA partners grew even faster than total exports. In 
certain cases (especially steel and cotton) these exports 
were insufficient to meet the demand of CMEA partners 
and their dependence on western markets increased. The 
surplus of CMEA countries’ (including the Soviet Union) 
imports of steel from western Europe reached almost 
$1 billion in 1973. In other cases (non-ferrous metals, 
coke and timber) their dependence on imports fell both 
in total and from within the region. 


Developments in the next five years (i.e. 1976-1980) 
will depend on the adjustment of intra-CMEA trade prices 
after 1975. There are recent reports that some price 
adjustments will take place even in 1975 (oil and some 
other raw materials). The position will further depend 
on how the future pattern of specialization between the 
Soviet Union and the other CMEA partners will be shaped 
and on what terms. The Soviet Union finds the existing 
pattern (whereby it exports industrial materials against 
imports of manufactured products) too costly in terms 
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TABLE 4.5 
Exports from the Soviet Union and imports into other CMEA countries of industrial materials 


Ee Se ee eee 


1967/8 to 
1972/3 
annual 
1967 1968 1969 1970 1971 1972 1973 1974 growth rates 
1 2 3 4 5 6 7 8 9 10 


Da See а 


Soviet Union 


хроник бло 4.1 13.2 6.3 12.9 4.4 0.9 15.0 or 7.6 
Exports to socialist countries as per cent 
ОР Е В. ое с БИ о re 55 66.5 58.5 
ТРО О д ово сво вю Е 3 629 4 169 4 323 5 072 5295 5 730 9 340 
Other CMEA countries 
Import PliCeSae ю а о чаю © бое 0.0 —1.3 ito 4p) 1.3 3.6 4.6 26.0 
TiN POR(S erate oe dr ООО О ОО 2.4 9.0 10.8 12.5 6.2 5.8 14.1 9 9.3 
Imports from the Soviet Union as рег 
Conor (Olaleee rar ne eae oe: 46.6 41.8 
Imports from all CMEA countries as 
PMCS OMMA, 6b co 6 oo a oF st т a ie 65.0* 66.0* 63.0* 
Ибо SOAS 5 5 аб оо ооо a 6 2.355 2 654 3 030 3 498 3 920 4224 6 484 spe 
ПОЗ СУ OWE с 5 4s 5 ko oo 8.4 Teil a 8.5 el 8.4 9.6 os 8.1 
ЕО ВУ ЦО о ь бо ообеб 0.29 ЧТ 1.44 1.47 0.31 0.69 1.47 oe £15 
Bulgaria 
Прогр, On 3.8 18.3 35 8.9 7.6 5.0 9.6 ne Get 
ImMportisurplusie бо ообое ев 325 399 430 469 615 716 966 wo 
Industrialvoutput amen meee ne Bes! 10.4 9.9 93 9.0 9.3 9.3 8.5 9.4 
"ЕО 1 о бо ососорав 0.29 1.76 0.35 0.96 0.84 0.54 1.03 od 0.82 
Czechoslovakia 
Трое и. Wee) 11.4 2.6 6.6 10.9 4.7 6.6 bes 6.7 
15х08. GUUS < Go oo 6 oo oe 455 574 520 488 601 748 957 
Imports from socialist countries as per 
себорея оо 66.5 69.2 71.5 68.4 70.5 70.8 69.0 a 
Iino CMO 5 5 co 6 0 og a 6 Tea 525) 5.4 8.5 6.9 6.5 6.3 6.2 6.6 
ЗЕЯ W@ MeO! Gis обо вовне 0.35 2.07 0.48 0.78 1.58 0.72 1.05 ых 1.02 
German Democratic Republic 
Про, о ree hos 0.0 —1.0 2 тез 4.0 6.7 10.0 $i 9.3 
TMPOLESUEDLUSH а а ъорообосов 596 561 866 1023 1062 1171 1 609 5 
О ЕСИ ЕЯ ООО В о 66 6 A oo Bo 6.5 6.5 7.0 6.5 5.6 6.3 6.8 7.4 6.4 
ЗЕЯ Е 6 ово 6 oo бе 0.00 <0.00 3.01 1.79 0.71 1.06 1.47 Se 1.45 
Hungary 
IMpPOltSs О О О < 3.9 О 4.2 22] 8.0 —0.2 72 8.0 8.3 
ОДИН ИЗ oo 5 4 6 8 po 6 6 € 529 635 580 779 932 958 1 229 
Imports from socialist countries as per 
CMON бо об Je A Gop 6 6 65.5 66.5 66.3 64.6 66.7 65.8 63.0 a 
Industnaloutput оо во ee 8.9 4.7 2:5 8.6 6.8 ый) 7.0 8.2 6.0 
АО 5 о обо a o 06 0.44 2.36 1.68 2.57 1.18 <0.00 1.03 0.98 132. 
Poland 
Lin POrtS yc woeiia О А 4.3 10.9 10.9 НС, 7.4 10.8 23.8 24.6 11.7 
Ma САО И о so 0 ao © 6 8 6 6 6 394 400 473 565 607 790 1 402 
Imports from CMEA countries as per 
ОЕ Ре ро te at ee cee aie ге As TSO 64.9 61.6 56.0 a 
О ОЕ ОНИ о ооо meaner re Toll 9.4 8.9 8.5 8.3 10.7 Up ies) 123 9.3 
ElasticitystOnmnpOnt 5 о ообоорос 0.56 1.16 1.23 1.40 0.89 1.01 2.10 2.01 1.26 
Romania 
Пров: Mees ee eon 8.0 10.3 13.6 18.2 —2.7 6.0 18.0* as 9.6 
Import surplus. .......... 56 85 141 174 103 201 326 
Industrial GUO оо 13.5 loa 10.6 al Maley sz 14.7 15.0 12:2 
Elasticity, tom POL mma nine 0.59 0.88 1.28 1.50 <0.00 0.51 1.22 За 0.80 
Е Е БРА deen Sa 
Source : National statistics. Ex impo i i 
Note. Prices are estimated on the basis information published for Hungarian Surin о Вы 


trade in the Hungarian national statistics. ee 
2 у | The elasticity to import is the ratio between import and output vol 
dustrial materials = fuels + raw materials + semi-manufactured products. rates. 4 eee 
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= TABLE 4.6 


The Soviet Union’s exports of selected industrial materials 


1967/8 to 
1972/3 
red 
1967 1968 1969 1970 1971 1972 1973 ies 
1 2 3 4 5 6 7 8 9 
ee eee eee A ees OCG WE Tait: $3 lie efaodeor ШОН. Wr (eons 
Oil and oil products 
Total—million tons ........ а oe 79.0 86.2 90.8 95.8 105.1 107.0 118.3 6.8 
IPEIgcentotiOUtpUtGecm mc Mean a ne a ae 18.8 19.1 19.5 18.9 19.8 19.0 20.2 
То CMEA countries alone. ......... РИ 32.4 37.9 40.2 44.8 48.9 953 И 
Hard coal 
otal——milliontons wesw me. ee eas iad cult fone 2203 Zins 23.3 24.5 24.9 24.4 24.5 233 
Re mcentiOl OULDU Lm mn ао a a nee 4.9 4.7 5.0 Sal 5 4.9 5) 
ПОЕМ ВА СОЯ seen na ie ne. 22 10.2 Я 13.0 14.7 14.4 10.5 2.1 
Coke 
оао tons. a tee ee о 3.7 3.8 4.0 4.1 4.4 4.5 4.8 4.4 
Ber Cent О и 59 5.3 5.4 55 5.6 5.6 59 
Ole ME ATCOUNUICSE arta аи перо ие мед 2.6 2.8 why 3.0 Shy oe 85 3.8 
Gas 
ПЕ о, {a hae ee Se ПА» 2.0* Dal 3.3 4.6 5 6.8 26.3 
РОО mime ааа аа ne iy 1.3 1.6 1.8 Das 25 И 
о сМЕАсово ея r,s. wees ces a 1.0* 1.5* 1.9 2.4 3.1 3.4 5) 28.0 
Tron ore 
оао О eae ek hd es 28.7 Bed ВУ 36.1 36.5 38.4 41.4 5.6 
Pemcentomouiputernts о Пл 18.2 17.8 18.5 18.0 18.5 19.0 
ОДО ОИ ЕСО ро с se a es 26.0 28.7 29.1 И) 32.4 34.1 36.4 572 
Pig iron 
НЕ ОВО. 4.4 4.5 4.7 4.8 Sil 5 5:2 3.0 
ое и... 5.9 5) 5.8 5.6 5 5.5) 5.4 
WOROMEVATCOUNUMIES a5 сене. 73) 3.0 3.6 4.0 4.1 4.0 4.2 9.2 
Rolled steel 
оао СООО и Beales ее ое 5.2 55 6.5 7.0 6.8 6.7 6.5 4.2 
Е (6 И ое о а ute) note) 6) 7.4 7.4 8.5 8.7 8.1 dei del 
OSG MEVAASCOUNLMES И оное 4.1 4.2 5.0 5.6 5.9 So 5.3 4.9 
Non-ferrous metals 
Rotal-=thousand tons’ лете 488 553 639 711 HL 828 898 10.7 
Pericentiol OUIPUE изъ оон ше 
оО СОЧИ 5 о сое 338 411 463 529 582 516 501 6.4 
Synthetic rubber 
Motal—tnousand fONS о ое мо so en one 53 51 58 74 71 15 88 9.4 
Percent ово ие ое 
TOMO Е иен ра, ре ote оо ee 34 52) 38 50 45 47 52 8.5 
Raw timber 
ЕЕ ори . 4 ое о ооо 12.4 12.8 13.6 15.3 14.6 14.9 18.7 5.9 
Pereent of outputs. ое 4.3 4.4 4.8 5.1 4.9 5.0 6.2 
Пе (Фомин об te sis) es es) 2.8 3.0 3.2 35 3.4 3 3.3 1.9 
Sawn timber 
otal inte о ee i ey se as 7.4 7.8 7.8 19 7.8 С 8.2 12 
Percent OL OUtDUt meus ола о Оо боб 6.8 7.2 7.0 6.9 6.6 6.7 7.0 
То СМЕЛА сопоеме а ее ie 2.4 | 2.6 2.9 33.0 7 Dai 1.2 
Cellulose 
Total thousand: Оп ооо 370 390 426 448 467 501 519 7.6 
9.2 9.0 9.2 8.8 8.6 8.8 8.6 
Pericent of OUtpUkae ее : ee se he fe 
TMOL@MEASCOUNEIES 9 о п bene Be re aie 190 146 255 07 Е 3 2 
Cotton 
Total—thottsana tONs).. бе ооо обо os 534 554 452 5 547 652 728 4.9 
26.3 27,2 5 24.3 3.2 27.6 
Percent omOutputies: я [ i at 357 354 345 1.4 
ТОСМЕА Moines! ен 313 339 289 g 


Е Е ЕЕ es 
Lee 

5 National statistics 6 Without copper metal but including rolled copper. 
ource : . 

а Crude oil only. 
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of capital which is its relatively scarce factor. Recently, 
this cost has been increasing as the Soviet Union’s output 
of industrial materials has been increasingly shifted to 
the remote regions of Siberia which are considerably 
lacking in infra-structure. A solution is being sought 
in two directions. An increasing proportion of the future 
needs of the CMEA countries (other than the Soviet 
Union) for industrial materials will be met by imports 
from western areas. This may raise the degree of their 
price instability. Another substantial proportion of these 
supplies will be met through joint enterprises within the 
area in which capital costs will be shared by all partners. 
It may be assumed that this sharing will affect the price 
of the future products. At present, 30 such projects are 
under construction, located mostly in the Soviet Union.’ 


105Some examples are: the Orenburg gas fields (deposits of 1.7 
trillion cubic metres of gas) and a pipeline 2,750 kilometres long to 
connect them with CMEA countries which will receive 15.5 billion 
cubic metres of gas per year; electric transmission lines (costing 
140 million roubles) to strengthen the inter-regional grid and the 


On balance, it is expected that the prices of industrial 
materials traded among CMEA countries will increase 
and that they will be only partly offset by increases in the 
prices of manufactured products. The Soviet Union’s 
terms of trade with CMEA will on balance improve. 
Press reports have stated recently that the price of oil, 
for instance, will be raised from 16 to 37 roubles per ton 
(which is roughly equivalent to $7 per barrel). Reductions 
will be granted to countries which provide transit pipeline 
facilities, and credit facilities will be extended to countries 
badly hit by the measures. Also, it has been decided that 
in future шиа-СМЕА trade prices will be adjusted each 
year on the basis of the average of the preceding five 
years. In this way their deviation from the world market 
prices will largely diminish. 


development of nuclear power to the capacity of 8,000 MW; a 
cellulose plant at Ust-Ilimsk with a capacity of 500 thousand tons; 
an asbestos plant at Kiembayev of 500 thousand tons capacity; and 
a number of plants producing iron ore, ferrous alloys (Kursk), 
metals, rubber and chemicals. 


5. THE 1975 NATIONAL PLANS 


According to targets set in the national plans for 1975, 
the combined net material product for the area as a whole 
should increase by 7 per cent and exceed by more than 
one percentage point the 5.9 per cent rate attained in 1974. 
The acceleration might be more the result of expansion 
in the area’s agriculture than in industry. Most countries 
have envisaged relatively high targets for agricultural 
production in order to make up for the slow-down or 
stagnation of the previous year. With regard to industry, 
national plans for 1975 call for growth rates which are 
closer to the 1974 planned than to the actual growth rates 
in the past year. The rate of combined industrial output 
for the area as a whole should increase by 7.5 per cent in 
1975, a rate below the 1974 growth rate of 8.5 per cent. 
It seems that the growth rate of over-all expansion planned 
for the current year is below that which is necessary for 
the fulfilment of the current five-year planned target. The 
average rate for 1971-1975, calculated from the actual 
rates for 1971-1974 and the planned target for 1975, could 
be estimated at 6.5 per cent. For the area’s industrial 
development, the estimated rate for 1971-1975 could be 
also below that derived from the current five-year targets 
for industrial growth, but the differences between these 
two rates would be smaller. 


In the Soviet Union, the rate of over-all expansion, 
expressed by the growth rate of net material product 
distributed, has been set at the same level (6.5 per cent) 
as in the 1974 Plan. In fact, this growth rate envisages a 
speeding-up of economic expansion in relation to an 
actual growth rate of 5 per cent in 1974. According to 
the planned targets for major production sectors, an 
acceleration should result largely from a 100 billion rouble 
target for agricultural production, which is not only an 
increase of about 6 per cent in relation to the 1974 agri- 
cultural output, but also in relation to the 1973 agricultural 
output which, with the amount of 97 billion roubles, was 
an all time record. The 1975 target for industrial produc- 
tion was set at 6.7 per cent growth, the same as the 1974 
target. The planned targets for over-all expansion and 
growth of industrial output do not indicate any policy of 
accelerating growth with a view to fulfilling the five-year 
plan targets. 


The stress in the Soviet development policy is again 
on “qualitative indicators” of growth, which should be 
achieved by increased efficiency of production and im- 
provement in management. Accordingly, most of the 
economic expansion should be accomplished by a 6 per 
cent increase in labour productivity. In the field of invest- 
ment, the 1975 Plan has incorporated the same policies as 
in the past two years. Priority has been given to the mod- 
ernization and to completion of investment projects rather 
than to new investments. Approximately two-thirds of 


total State centralized investment is to be used for recon- 
struction. 70 per cent of total investment in the material 
sphere is to be allocated for priority projects earmarked for 
completion in the course of the current year. There has 
also been a shift in investment allocations in favour of 
the regions east of the Urals, where several huge projects, 
particularly in the field of energy and transportation infra- 
structure, are already in progress. 


For east European countries only, the combined net 
material product should increase in 1975 by 8.1 per cent, 
the same growth rate as in 1974. The plan targets for 
agricultural production differ from country to country 
depending on the past year’s agricultural performance. 
Countries which experienced high rates of agricultural 
expansion have planned modest 1975 targets. A slight 
slow-down is envisaged in industrial expansion. The 
average rate of over-all expansion and of industrial growth 
for 1971-1974 are higher than the current five-year plan 
targets. As the 1975 targets are largely a continuation of 
growth rates achieved in 1973 and 1974, the five-year plan 
targets for the area as a whole will be over-fulfilled, 
provided that the 1975 performance meets the targets set 
in the annual plans. 


Qualitative indicators are stressed in all the plans for 
the current year. Statements on global development 
policies and industrial policies in particular underline the 
need to rely on labour productivity and technical advance 
as main growth factors. Existing opportunities are pointed 
out for savings in labour, capital and raw materials and 
improvements in management efficiency. 


In investment policies, emphasis, more pronounced than 
in the past year, is placed on modernization of existing 
capacities and commissioning of priority projects. The 
international component in investment activity has become 
more important and has been given a prominent place. 
Numerous agreements on co-operation, specialization and 
joint investments concluded among the CMEA countries, 
and also between them and market economies, have 
provided the basis for new investment projects and for 
adaptation of existing capacities. The planned provisions 
for technological advance, and in particular for scientific 
research, indicate the importance which has been given 
to the projects exceeding the time horizon of the current 
five-year plan. From that point of view, the 1975 plans 
play a role of linking development programmes incorpo- 
rated in the current and the coming five-year plans. 


Countries, such as Czechoslovakia, the German Demo- 
cratic Republic and Hungary, envisage an almost identical 
rate of over-all expansion of their economies in 1975. 
In Czechoslovakia, the 5.6 per cent growth rate has been 
set with the intention of a slight acceleration of the over- 
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all expansion in relation to 1974. In the German Demo- 
cratic Republic and Hungary, the national plans call for 
a 5.5 per cent growth rate, a planned deceleration in over- 
all growth. In these countries, the national plans envisage 
the continuation of consolidating policies, expressed in 
the following way: In Czechoslovakia, emphasis has been 
put on over-all stability and smooth operation of the 
national economy; in the German Democratic Republic, 
a main objective has been the maintenance of steady 
progress; and in Hungary the improvement of national 
economic balance and fulfilment of the current five-year 
plan. The investment policies have been determined in 
accordance with the main development policy objectives. 


Bulgaria plans, an acceleration of over-all expansion 
with a target of 9 per cent for the increase in national 
income. The considerable increase in agricultural produc- 
tion should be the main factor contributing to accelerated 
over-all growth. With regard to industry, the plan target 
is an 8 per cent rate, which implies a slight slowing down 
in relation to the 1974 performance. The annual plan 
provides for the increasing importance of labour producti- 
vity for economic expansion and incorporates the policy 
orientation towards labour productivity elaborated by the 
BCP National Conference held in March 1974. In invest- 
ment policies, top priority is given to the implementation 
of a special programme for modernization. Additional 
resources have been allocated for the accelerated develop- 
ment of some districts and micro-regions. 


In Poland, the planned target for the over all expansion 
is envisaged at a high 9.8 per cent rate. Policy makers 
have emphasized that the main task is the ‘“‘harmonious 
development” under conditions of a high growth rate of 
national income. Special reference is made to the conso- 
lidation of internal and external equilibrium. The invest- 
ment policies are defined accordingly and aimed at the 
reinforcement of selectivity in investment projects. Thus, 
the Plan provides for a revision of all investment projects 
earmarked for completion in 1975. Several long-term 
programmes for the development of particular provinces 
have been approved in the course of the past year. In 
the last months of 1974, the Government elaborated a 
long-term development programme for the food complex 
and also for the expansion of production of building 
materials in production units of a local character. 


In Romania, the annual plan calls for a sustained high 
rate of modernization policies with the emphasis also on 
increased labour productivity. The planned 14 per cent 
growth rate of national income implies high growth rates 
in industry (15 per cent) and in agriculture (not specified). 
High growth rates are also planned for the expansion of 
foreign trade. Allocation of investment resources reflects 
the development objectives. More than 50 per cent of 
total investment resources should be allocated to priority 
projects in industry. Regional development has attracted 
the attention of policy makers: from a total of forty 
counties, twenty-five should reach industrial production 
of lei 10 billion by the end of 1975. 

Albania has not been included in the analysis of the 
economic situation of the area in the previous sections of 
this chapter, with the exception of the section on Industry. 
The general impression, based on scarce statistical data 


and incomplete information, is that the rate of growth of © 
national income in 1974 might be around 8.5 per cent. 
This estimate is based on a high growth rate in agriculture, 
which is the most important production sector in the 
economy. The 7.3 per cent growth rate in industry indi- 
cates a continued decelerating trend in industrial expan- 
sion in 1974. The national plan for the current year 
envisages a further deceleration by setting a 4.4 per cent 
rate for industrial growth. The annual average growth 
rates for national income and for industrial output for 
1971-1974 are below the current five-year plan targets. 
The 1975 Plan targets do not indicate the intention of 
planners to achieve the five-year plan targets. Agricultural 
production, however, is envisaged to rise by a high 16 per 
cent. In such a case, the five-year plan target could be 
reached. In other major sectors, available data show 
modest growth rates: construction 1.6 per cent and retail 
trade 3.2 per cent. As far as foreign trade is concerned, 
export expansion is envisaged at 2 per cent. It is difficult 
to estimate the combined effect of these sectoral develop- 
ments on the over-all expansion. The Albanian national 
plan calls for a 9 per cent growth rate of national income. 
The planners have paid special attention to labour pro- 
ductivity by including in the planned targets the increase 
in labour productivity in industry and construction. 
Labour productivity in industry should increase by 2.2 per 
cent, which implies an increase of about 2 per cent in 
labour employment. In construction, labour productivity 
should rise at a rate of 5.3 per cent. If attained, it would 
lead to a 4 per cent decline in employment in construction. 
Both growth rates show that planners do not appear to 
have envisaged a shift of labour to non-farm activities. 
In view of the fact that the share of the rural population 
in 1972 was 66.1 per cent and that the population increase 
in recent years (1972-1974) has been 25 to 26 per thousand 
a year, the employment policy incorporated in the 1975 
national plan should be of a short-term character, provided 
that intensive industrialization has remained the core of 
the development strategy. 


Five out of seven east European countries have pub- 
lished some information on their foreign trade plans for 
1975. This is representative enough since these countries 
account for 87 per cent of the trade of the region as a 
whole. The value of trade turnover is planned to increase 
in the Soviet Union by 13 per cent and in the other four 
countries by 8 to 22 per cent. For the five countries, this 
adds up to a total increase of roughly 13 per cent in 
value terms. 


However, it seems that this deceleration in the growth 
of trade in 1975 is due to prices which are expected to 
increase considerably less fast in 1975 than in 1974. It is 
not clear whether the target for 1975 of 13 per cent includes 
the recent changes in prices in intra~CMEA trade. Most 
probably it does not since the target had been set before 
the announcement of price increases. In this case, the 
figure of 13 per cent would include price increase in east- 
west trade only. Then, the target for the volume growth 
rate for east European countries’ trade turnover in 1975 
could be close to 8 per cent which is similar to the growth 
rate recorded in 1974. 


The greater part of the expected increase of trade 
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concerns trade between CMEA countries which is planned 
to continue growing fast. The known trade agreements 
indicate a growth of close to 10 per cent (which may be 
more after new prices have been decided). This is in 
conformity with the expected economic activity in the 
region. Recent increases in prices are not expected, at 


least in the short run, to produce any major disturbance 
in the intra-CMEA trade. The price increases for fuels 
and raw materials will be partly offset by increases in the 
prices of manufactured products and also by 10 year 
credits which will be extended by the Soviet Union to 
other CMEA countries. 


APPENDIX 


Output of selected industrial products in eastern Europe and the Soviet Union 


erent ee <li oe 


1966-1970 
Product and country average 1971 1972 1973 ried Oe Pe 
2 2 3 4 5 6 7 8 
rs ee ee ee а ми’ | OE ree 
Eelectric power (billion kWh) 
Bulgaria . ar > 15.5 21.0 22.3 21.9 an 22.8 
Czechoslovakia . MSs ee ws 41.0 47.2 51.4 55 56.7 56.0 
German Democratic Republic. . . 62.6 69.4 72.8 76.9 80.7 80.3 85.3 
Нара es es 13.2 15.0 16.3 17.6 ai 18.9 20.3 
Poland - Pe a es а Sos, 55.8 69.9 76.5 84.3 91.5 91.6 95.5 
Romania о GN ae Oa ee 28.0 39.5 43.4 46.8 51.5 49.3 56.5 
О ка п 640.2 800.4 858.0 914.7 975 975 1035 
Byelorussian SSR ....... 12.1 18.5 21.0 23.0 26.0 24.6 26.0 
ее mera a claw 6 118.2 150.0 158.3 172.0 185.6 181 195.2 
Coal @ (million tons) 
выра а: Эа... 27.9 27.0 27.3 26.7 A 24.3 
SZECHOSIOVAKIA а en aes nn 103.0 113.5 113.4 109.5 we 110.1 
German Democratic Republic. . . 252.2 263.7 249.3 247.0 he 248.0 
PAU DALY о о 23.2 27.4 25.8 26.8 ae 25.8 
IRANI оное око, ost, eink cigs 157 180.0 188.9 195.8 ies 201.8 As 
ее о sf soa a! 5 229 233 24.8 27.3 26.9 29.8 
О о och a 601.4 640.9 655.2 667.6 679.1 684.4 700 
Byelorussia OS 1... .. — — — — — — — 
AOKTAINIAN OS Rees cs 6 6 4 6 200.2 209.5 211.2 212.6 214 219 
Oil (million tons) 
ВО, ое ь. ‚ЕС 0.41 0.31 0.25 0.19 7 0.14 5 
KEPECHOSIOVAKIC NS) la ов 0.20 0.19 0.19 0.17 т oa “x 
German Democratic Republic. . . — — = = = = = 
LUD CATV Me ое м saa) в 1.8 2.0 2.0 2.0 м 2.0 
РОО. ие», А 0.44 0.40 0.35 0.39 i a3 
[ROMANIA ое о 13.19 13.79 14.12 14.28 14.40 14.46 14.59 
БОЕ ОО 9 нее « 308.8 ЭТ. 400.4 429.4 458 459 489.4 
IBYEIOLISSIAN OSR «vs 1 о. 1.9 55) 5.8 7.0 al 7.9 ee 
Wkrainian SSR. 6 6 os er 11.9 14.3 14.5 14.1 a 1335 12.4 
Natural gas (billion m*) 
Bolgatiawes semen ss ee 0.40 0.33 0.22 0.22 a 0.18 
Оо ея оо ne lee 1.12 1.22 Я ne ze i в. 
German Democratic Republic. . . в 2.9 5.1 7.0 8.2 32 8.0 
Уса о kee as se Les 2.60 3.74 4.11 4.81 5.3 Srl № 
PONCE Ес, : 2.92 5.38 5.82 6.03 6.9 5.74 Я 
Вора В Е 17.31 21.36 22.29 23.64 25.10 24.21 26.8 
а око ca Fiasiaee eo 169.7 212.4 221.4 236.3 Donel 260.5 285 
Byelorussian SSR ...... — 0.3 0.4 0.4 .. .. .. 
тата в «4.5. 6 =. =: 51.6 64.7 67.2 68.1 $0 68.3 67.2 
Pig iron (million tons) 
i 61 a. 55) 
Ва с рые fs 1.06 1.38 1.57 И 
rechoslovakia) досье 6.91 7.96 nee sae 9.0 ee 
German Democratic Republic. . . 2.28 2.03 Dal 2.20 = 2 
АИ о пор обо ee 1.71 1.97 2.04 2.09 г 2.30 
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Output of selected industrial products in eastern Europe and the Soviet Union (continued) 


1975 

1966-1970 1974 1974 

Product and country average 1971 1972 1973 Plan actual Plan 
1 2 3 4 5 6 7 8 


esis a Sa open Dac ae a ET el Е о ey ee SSS SS 


Pig iron (million tons) (continued) 


POland Sewer arene а 6.72 7.50 7.82 8.1 a 8.2 

Во о 3.07 4.38 4.89 5.71 ae 

Soviet-Wnion’ sca ee oust eke 78.3 89.3 92.3 95.9 “a 99.9 
Byelorussian ов en ee — — — — — — — 
WkrainianiS SR и. 38.2 42.0 43.1 43.5 ae 44.6 47.4* 


Crude steel (million tons) 


Во ete on ie es 1.34 1.95 72122 2.25 oe 2.19 
@zechoslovakiaie wa aie. cae ena 10.39 12.06 12.73 13.16 13.9 13.6 
German Democratic Republic. . . 4.58 5.35 5.67 5.89 и 6.14 a. 
Неа а cate 2.89 Seu 3.27 3.33 =, 85 3.6-3.8 
Polandce ое от 10.88 12.74 13.48 14.1 SG 14.6 2 
Romaniay: ме ое 4.91 6.80 7.40 8.00 8.63 8.84 10.1 
Soviet Unione sic ere 106.4 120.7 125.6 BES 135.9 136 142 
ОЕ 9 ооособос 0.2 0.2 0.2 0.2 и ae 
Wkrainiants 5 Rae mene 43.9 47.3 49.2 50.9 we 52.4 
Finished roll steel (million tons) 
Во рама eset ss eet Te 0.95 175 2.02 2.10 sy 2.24 
(СЗ Бавоново Theil 8.32 8.71 9.17 9.6 9.6 
German Democratic Republic. . . 3:37 $55) 3.71 3.88 3:55 4.1 3.78 
Нора. 1.91 2.06 2.20 2.28 me 2.4 2.6 
Poland omega Setters rerun tere 7.33 8.72 9.22 9.86 10.5 10.6 11.3 
Вотама о с hes esp ta de oo ae 3.44 4.76 52 5.83 aie (pl 
И Wink) 5 4 Goo ao 6 6 73.6 84.1 87.5 91.5 95.2 109 114 
Byelorussian SSR ....... oe — — — == =— = 
WkrainianiS S Ree ооо 35.3 38.3 39.1 40.6 ae 42.6 43.6 
Mineral fertilizers 4 (thousand tons) 
Bul gariageae А ооо 394 452 441 449 Be 547 
@zechoslovakia ms see eee 552 648 678 687 oe 721 ae 
German Democratic Republic. . . 2 984 3 248 3 296 3 370 ae 3 698 4 103 
TUN gary о асе 405 552 555 593 3 590 = 
Ро 1227 1787 1910 2179 2365 2281 2462 
ЕЕ ОА о оо рае 635 1 082 1 200 19242 xe 1 410 1 963 
ЗО ШО ween er eaters 10 371 14 670 15 931 17 429 19 200 19 300 21 600 
ByelorussianissR = 15777 2 654 2 967 3 300 ee - 
Е 9 о оаоюоос 2040 2 625 2 795 3018 a 3 500 
Sulphuric acid (thousand tons) 
Bulgarians eer ce mee 437 514 514 561 ae 761 
(СЗО Е оо оововва 1 023 1 162 1176 1 209 se ae 
German Democratic Republic. . . 1048 1076 1045 1058 Si 1005 
HUN gary aes ee ee eee 433 468 567 648 Ae 657 
Roland Wao о о. 1 417 2 252 2 568 2914 re 3 319 
ROmaniag о ооо ю И ree 781 1047 1162 т 
О О 5 оное ов в 10 397 12 775 13 685 14 855 16 700 
Byelorussian SSRa sees 344 663 665 SA a = 
Wikrainiais S Rasen eons a 1 980 2 674 3 059 3 338 г. 3 974 
Caustic soda (thousand tons) 
Bulgariaatmc) Merits и 42.8 50.1 67.4 75.8 on leg 
Czechoslovakia 5 по баробоб 180 202 2]2 217 We a 
German Democratic Republic. . . 396 414 420 427 a 436 
un gary a ea eee mel eee 56.9 73.9 81.8 85.0 she 88.9 
Roland per а chy ee 284 319 335 338 ah 360 
Romaniag phan oes wo eee 286 344 380 383 ae 
ИИ 6 o 6 5 o овес 15532 1 866 1 899 2 020 2 200 


Byelorussian SSR ....... — — 
Ukrainian SSR 


| 


Output of selected industrial products in eastern Europe and the Soviet Union (continued) 


1966-1970 


Product and country average 1971 1972 1973 eh р fe 
I 2 3 4 5 6 74 8 


Те 


Plastic and resins (thousand tons) 


Bulearia pce. cate Seo eters 61.2 106 123 144 5 143 
Czechoslovakia... 1... 200 270 301 356 390 
German Democratic Republic. . . 306 420 458 489 + 518 
HUngaty ree. Eee 40.7 82.6 100 112 ae 116 Ys 
Pe Oe ee ee 164 257 299 334 387 396 440 
OMAMIA еее. 135 251 274 314 416 283 472 
Soviet Union Te Sees eee 1 300 1 864 2 042 2 320 oD Yes) 2 500 2 800 
BYclorussian SOR cen 
Wkrainian SSR een eee. 
Synthetic and artificial fibres 
(thousand tons) 
Bulgaria ares KAR, * 0.92 28.3 34.1 43.6 re We 
СЗУ о бои 91.0 108.9 116.5 124.8 sit 133 
German Democratic Republic. . . 196.7 PGI 231.6 258.4 se 269.0 
УОорату на ое а. 9.0 10.3 11.7 14.1 fe 20.7 a 
intel evita. Woe es Е 123.0 150.9 162.0 178.4 194.5 196 226 
IROMAna®. meee о. 53.6 95.4 99.7 116.0 165.6 159 171.2 
Sovice@Uinion ea Фо ate ayes 545.8 676.4 746.1 830.0 $8 887 
BYELORUSSIAN ISSR о. ь 47.2 85.0 101.7 134.5 
WkramianySSRa@e . 4 2. . ~ « 58.4 77.0 88.9 100.8 
Cement (million tons) 
ВАНА о а 3.5 3.9 3.9 4.2 а 4.7 
@7echosiovakia® «45 де. 6.6 8.0 8.0 8.4 9.1 9.0 50 
German Democratic Republic. . . 7.3 8.5 8.9 9.6 10.4 10.1 10.8 
TALS ARE И И о Qe 2.7 3.0 3.4 ik 3.4 4.0 
RolandP pcm oe ee oe is ae Pe 13 135 14.0 15.5 17.4 16.8 20.2 
ROMANIAN Mer ee i ee is 6.9 8.5 9.2 9.8 12.0 Wile 13.6 
Ее, рее ee ие 87.4 100.3 104.3 109.5 114.8 115.0 122.0 
Byelorussian SSR ....... 1.9 1.9 2.0 2.0 2 2.0 22 
WkramianSSReo ее и 17.8 18.7 20.2 ae 2155) 22.0 
Paper (thousand tons) 
Bulgaria sus Я 173 215 218 225 hs 254 
@zechoslovakias pre ss доз 585 614 627 647 ae 661 
German Democratic Republic. . . 685 731 735 760 794 
PAULA Vets emer me не сл 240 269 290 319 ae 333 
RO LAtIC mene a remorse lati) ay ae. os 686 839 899 940 о 969 У 
Ва ее мы а о ее. 366 447 457 480 659 628 708 
боже ош Е о ра 3 991 4 407 4 613 4 908 5 023 er 
Byelorussian SSRo ен 98 122 139 158 a 165 
Wkrainan' зэк... Е 180 193 201 213 as 222 
Metal cutting machine tools 
(thousands) 
Bulgaria wo) se we В 14.6 17.8 НЫ) Se) 
@zechoslovakiay. "en. eee © 529 39.6 36.9 Я 
German Democratic Republic. . . 24.4 19.6 21.3 157) 
Прагу ее №. ue НБ) 16.0 14.4 9.1 ; 
Poland er ее: 30.7 39 36.3 34.7 33.0 a 
ТЕН д 4 «co o o mo бое 11.5 05] 16.1 20.5 м 26.5 
бое тора а а 199.5 207.2 211.3 213.8 225.0 . 
Byelorussian SSR ......- 26.1 29.2 30.4 Sis 30.5 32.6 31.9 
Wikramianes Sis seem c 28.1 30.9 32.5 32.8 33.8 
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Output of selected industrial products in eastern Europe and the Soviet Union (continued) 


1974 1974 1975 

1966-1970 

Product and country average 1971 1972 1973 Plan actual Plan 
1 2 3 4 5) 6 7 8 


| 


Tractors (thousands) 


[Bull gariawars tre eevee ce ce is en tehs 20) 4.7 4.1 4.0 ae 4.2 
Gzechoslovakia mer) ws) eee) 237 21.8 223 24.0 ne РЦ 
German Democratic Republic. . . 13.9 15.2 ee BS ars т 
UNQALY Meme С ее. Dif 1.6 3 - .. . 25 
Е О с с Billet 41.2 45.0 49.6 53.5 551 56.0 
Вомарае и с... 223 30.4 34.9 38.8 43.5 44.5 50.0 
Пули ШИН 6 & Yb ооово 422.2 472.0 477.8 499.6 on 531.0 : 
IBYelocussiane SS оо основ 78.5 81.1 81.1 82.9 83.0 84.1 84.0 
о О Бо роюоох 137.1 149.2 1255 126.9 2 137 . 
Electric and diesel locomotives 
(units) 
ВО tavete ee mest ee — — = == ae = re 
(ООО УЕ oo 6 o ooo wo 643 582 496 485 
German Democratic Republic. . . 555 480 381 454 505 
Нупрату ое ео 55 29 46 42 
Poland gaat ate teen es в 411 380 378 399 У oh ej 
Romanians. о 181 266 286 311 322 343 328 
Owe ШИ 5 соо a oo oe wo 1 877 1 826 1 839 1 754 As 2% ae 
Byelorussian SSReeaa acne Be 5 are we Sc ie 
Wkrainiany S'S о об ьвово 1 419 1 390 1 395 923 =. 1 345 
Railway freight wagons (thousands) 
Вана йо. 1.80 2.02 1.88 Je 
Czechoslovalciamem: а 4.32 4.69 5.22 5.4 ях ee 
German Democratic Republic. . . 4.80 5.37 4.43 4.66 ое 4.88 
FLUNSATY  е Sse Gee 0.44 0.33 0.69 0.90 a2 0.55 
Poland Aare io oe cy cies 14.26 16.39 16.9 16.5 ee 17.9 
Oman Agee ewan ca os ne ete, 9.10 12.39 11.1 10.9 en 
SovietUnion sess sane nn eee 48.12 63.67 68.9 71.8 72.4 
IBYelOMISSIANTS S оо воюен ae ae и Жо ae om 
Ukrainian) SSRo Бор ово 22.9 33.5 372 39.1 Е 39.4 
Motor lorries (thousands) 
Bulgaria tans Meee ee ee ee 1.9 3.3 33 A a as 
C@zechoslovakiae sai nen tee PN Doel 25.6 28.4 hes 30.1 
German Democratic Republic. . . 22.1 YS) 26.8 30.6 ee 33.9 
АК о 5 ик, бр 3.6 3.6 4.0 2.3 = be 
Poland Pain eee el et ee ee 36.0 46.3 50.3 57.4 5 61.9 
ОЕ о сов о odo ав бед 25571 35.2 36.1 36.2 33.0 31.5 35.0 
Зо ЕЕ WNT On meen een 470.4 564.2 596.8 629.5 ae 666.0 5 
Byelorussian SS Rowe eee ne 273 30.9 31.9 32.8 33.6 34.1 34.9 
Ukrainian ов. 25.1 30.8 32.4 34.2 в 36.3 
Passenger motor-cars (thousands) 
Вата. о Sill 8.1 8.2 10.6 ee a 
Gzechoslovalcicienie eae WARY 149.0 154.5 164.4 168.0 168.7 
German Democratic Republic. . . 116.0 134.3 139.6 147.1 oN 155.0 
FLUNG ALVA о О ee tates eae — —= == = = = em 
Poland от 40.8 85.1 89.9 113.0 142.5 133 173 
Е at ene een eee ПР 29.6 38.5 47.2 52.5 Se 53.0 
SOME WHO 5 65 6 6 yo a ok 279.9 529.0 730.7 916.7 7 1119 
Byelorussian SSR ....... ae AG a Se ae a 
WkramiantSSRe sence Sane ail 91.5 96.4 106.6 a 119.5 
Television sets (thousands) 
Bulgarians rs eis = wets oe nae 148 158 102 74 or 113 
Gzechoslovakialea eaten nee 300 352 268 381 ais 409 ne 
German Democratic Republic. . . 435 411 430 454 ся 467 508 
Е о о 332 371 350 353 7. 395 
Вона ме о 537 630 730 796 ae 896 
ОУ 5 og 6 ооо oo 181 300 324 397 450 451 550 
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Product and country average 1971 1972 1973 Plan Е г. 
1 2 3 4 5 6 7 8 


ee ee 


Television sets (thousands) 


(continued) 

СИ Бор ee. 5 678 5 817 5 980 6 271 5 6 600 oe 
ByelorussianSSR ....... 458 525 375 354 ae 460 470 
WkrainianiSSRo... 4 0. 5 . 1 320 1 906 2 142 2 044 2200 

Radio sets (thousands) 

Bulgarian п. ie xs ci A ee 155 148 141 71 oa 110 

zechoslovakiatcaa mrs ene ee 282 314 191 185 

German Democratic Republic . : 844 961 1041 983 ar 1031 

un gary eee eet. о. 238 PHS) 193 199 5. 206 

ROlaNG a баны: са conc 780 892 982 1150 Us 1 419 a 

оао. 393 484 527 623 670 602 880 

ЗЕ ШО оо бов 6 863 8 794 8 842 8 615 os 8 800 Big 
Byelorussian SSR ....... 480 518 425 339 és 385 400 
ОКтаниав 5 ее. 689 719 619 665 se 511 

Domestic refrigerators (thousands) 

Bulvariagee awe ee оне. 90 140 151 157 we 170 

@zechoslovakiaees, 2. = 5 <1 « 286 314 327 278 ть 279 = 

German Democratic Republic. . . 377 411 442 469 483 487 518 

FAUNSALV ао 168 278 331 371 a 417 

Poland pe teen ee cee ic 381 493 $27 601 3 657 54 

ROMANIA Romo ess ye js. ees 145 191.7 196.5 222 ne 279 340 

И Шо Баев а о а 3 180 4 557 5 030 5 423 ae 5 442 = 
Byelorussian SSReee ees sos 137 277 416 488 520 522 555 
WikraimianesS Rae с о о ees 425 500 544 584 Gi 5 

Domestic washing machines (thousands) 

Bulgaria. cs сено а. 134 57 32 45 a: 49 

Wzechoslovakia) ие ось. 244 309 273 208 ae 228 oi 

German Democratic Republic. . . 292 280 296 322 340 352 360 

НЫ с en cee xo fare 155 162 139 137 ов 146 ой 

ео оо с С о eer 442 332 489 517 50 556 ba 

ROMania gee ewe. ое. 117 131 142 152 whe 165 165 

Ио о cs ce sl ees 4 658 4052 3 001 2 987 ne 3 100 
Byelorussian SSR ....... — — — — — —- = 
Wkrainiam SSRs ее. 434 351 183 234 as 236 

Vacuum cleaners (thousands) 

iBuleatiaw eae wis 6 © 2% — — = = = = р 

@zechoslovakiay see ve ан 194 218 250 285 an Se 

German Democratic Republic. . . 444 527 475 639 ec 724 

EMU SAT yw о Фо оо о 70.7 85.3 87.1 80.7 5 104 

Poland ed eee wh ee ees 301 439 496 ae - oe 632 

с а 66.2 83.2 53.0 48. . = 
ре ЕО kee eae 1 219 1718 2 168 2 658 fe 3 300 
lorussianySSRo ое — — — —= = Е oe 
eae Вены 276 366 472 637 id 871 
Cotton fabrics (million m*) ve ae 
не лено 305 324 323 ies 

и Me ee о Е 487 524 537 547 и 556 

German Democratic Republic. . . 426 453 451 458 т ss 

ИИ о eres а. 325 306 312 346 AG 355 

о Го а бою оба с 805 874 881 848 a 865 

Кота ее eae sacl 384 482 531 796 928 ai 

SovietsWmton ws ue eel ele es 6019 6 397 6 421 6 578 ae 6 619 

i 55 102 111 115 oe 115.6 
Byelorussian SSR ....... Е р 
WUkrainiam SSR еее 223 246 250 2 и 
i illion m? 
dete on = 23.4 PES) 28.5 30.4 32.0 
И ie oe noes Bhs a a a Е ae 
Czechoslovakiaf ........ ae ae, ae ie 


German Democratic Republic. . . 
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1966-1970 1974 1974 1975 
Product and country average 1971 1972 1973 Plan actual Plan 
1 2 3 4 by 6 vf 8 


д —/—а— 


Woollen fabrics (million тп?) 


(continued) 
УИ оо Зозебексьрь © д лова © 38.5 40.7 38.3 38.1 ОЕ. 40.2 
РОВ ek ae ee ogee! 132 139 141 151 73 165 2% 
ROMAnla sss ee рой 54.8 70 ‘74 FA р i nas 
ЗИ 6 6 8 eon o oa 581 675 681 703 oid 724 one 
Byelorussian SSR ....... 92:2 36.0 36.9 38.2 “i 39.5 
ОЕ соб шоб 47.7 69.7 70.1 72.4 ee 72.2. 
Footwear (million pairs) 
Во аа acces, oS se 14.1 16.1 16.6 18.2 oe 18.4 
@zechoslovakiave-s ca en 108 121 124 123 we Е 
German Democratic Republic. . . 67.9 81.5 82.6 83.9 x 85.4 
ЕЙ о ie SRM ene В 31.9 37.8 37.2 41.2 ore 41.0 fae 
РО 95 108 119 120 131 128 135 
Вора ак 58.4 И 79.0 85.0 95.5 91 101 
Sovicts Union о Бо бобов с 599 682 647 666 ee 684 ae 
Byelorussian SSR ....... 34.0 38.9 39.3 40.4 me 41.6 
Wikrainian’S < соововае 125 156 152 154 ete 158 
Meat (thousand tons) 
Bulgariay = socks ae a et ое 300 322 323 sic 339 
Czechoslovakia’ ........ 591 683 724 749 775 805 
German Democratic Republic. . . 995 1110 1 198 1 250 a 1 367 
И yg bo cs Oo 0 oo a ¢ 362 489 524 502 as ‘6 
Polandwc ces Gees. emus ss 1 363 1472 1 762 2 006 a 2.312 a 
ROMania Fare wack ао 403 418 489 583 713 669 822 
Soviet Unione seca cee eee 6 498 8 182 8 723 8 342 8 976 9 400 ae 
Byelorussian SSR ....... 353 465 467 486 520 ne 
WkrainiantSS Raw.cem cnn 1414 1 791 1955 1929 2 2100 
Butter (thousand tons) 
ВЫ рана и ие ооо 13.4 14.2 14.4 14.5 se 15.7 
С2есвооуаа ss. + a 84.5 91.8 102 114 ae Bel 
German Democratic Republic. . . 213 225 249 250 ae 267 
Hungatyie sea sr oe) cee 21.1 Aan 18.1 2233 Ae 19.9 
Poland reset о 121 128 162 181 fe 198 
Romania fetes eS ees Ss 28.0 29.5 32.5 34,3 АЕ 
СО МОЙ оосообообо 1013 1022 1081 1239 =e 1 260 
Byelorussian SSR ....... 59.6 64.6 71.3 81.9 oe 84.1 
UkrainianSSR ........ Dol 266 281 329 i. 328 
Sugar (thousand tons) 
Bulgarians sie coe. о. 345 356 283 374 
(СНЕ бро сообсок 918 828 816 790 at ых 
German Democratic Republic. . . Sif 589 662 648 Е 642 
Уоврау о с в. 393 241 298 301 ne 267 
Poland se eae eee at tees 1 562 1 585 1 660 1 639 Г : а 
Romania о. 415 484 520 628 595 516 555 
Soviet Union. бо обобоос 10 203 9 025 8 903 10714 ов 9400 
Byelorussian SSR ....... 155 201 192 230 = 221.3 
Wkrainian ЗВ cee eee 5 903 5 479 5 549 6 222 me 5 400 
Vegetable oils (thousand tons) 
Bulgaria оо Dae Re 136 146 145 164 wn 158 
@zechoslovakiaue-n een 125 136 139 143 га 
German Democratic Republic. . . 223 231 223 228 ra 223 
lun gary, cise mrt at orice seta gh 43.5 60.4 80.1 77.6 
Poland imenece о one te 186 224 224 243 as oh 
нь ее но 259 308 315 328 327 332 305 
ОБ оо бо обо е 2932 2923 2827 2 677 3 319 3 400 
Byelorussian SSR ....... 22.8 17.9 2.2 15.7 


Ukrainian SSR ........ 997 956 977 879 1 100 


Appendix 153 
я о ee ees ee SS 


а : Output of selected industrial products in eastern Europe and the Soviet Union (concluded) 


1966-1970 


1974 1974 1975 
Product and country average 1971 1972 1973 Plan actual Plan 
1 2 3 4 5 6 7 8 
ee 
Fish catch (thousand tons) 
Вора ие a Pra hee 56 97 103 98 ый 10.9 : 
Czechoslovakiaue-mcmes, cece eee. ae es ea = р 1% 
German Democratic Republic . 284 318 311 320 ’ 312 я 
Нопрагу и .oo sto uae ee Se ts ae es ет oo Hs У ; 
Е Ыб ор ор РА нии 396 512 549 589 Be 610 Pia 
ROMANIA оса a cae emir Aid Ss ay ee ns ze aA 
омеги. 6 855 7 785 8 209 9 005 ae 9 591 5 
IBYELOLUSSIAN ов о 7.4 9.3 10.1 ye ae oy sie 
Wikrainia nis S Rance er бос 669 820 914 879 bi a ь 
Е А ЕЕ МЕ ЕЕ а ИР ОЧЕН 


а Hard coal, brown coal and lignite. 

6 Including liquefied petroleum gases. 

с Excluding tubes. 

4 АП mineral fertilizers in terms of pure content. 


е Excluding combination sets. 
f Million metres, 
8 Excluding poultry. 


RECENT ECE PUBLICATIONS 


Recent publications by the ECE secretariat, in addition to the annual Economic Survey of Europe and 


the trade reviews contained in the Economic Bulletin for Europe, have included: 


Analytical Report on the State of intra-European Trade 
Sales No. E.70.I1.E./Mim.21 Price: $(U.S.)1.60 


Multi-level planning and decision-making 


Sales No. Е.70.П.Е.2 Price: $(U.S.)3.00 


Structural trends and prospects in the European economy 
Economic Survey of Europe in 1969, Part I 


Sales No. Е.70.П.Е.1 Price: $(U.S.)2.50 


Long-term planning 


Sales No. Е.71.П.Е.3 Price: $(U.S.)4.00 


Note on the projection of the matrices of international trade 
Economic Bulletin for Europe, 1971, volume 22, No. 1 
Sales No. Е.71.П.Е.2 Price: $(U.S.)3.00 


Investment in human resources and manpower planning 
Sales No. Е.71.П.Е.11 Price: $(U.S.)3.00 


Comparative analysis of economic structures by means of input-output tables 
Economic Bulletin for Europe, 1971, volume 23, No. 1 
Sales No. Е.72.П.Е.2 Price: $(U.S.)2.50 


Some aspects of manufacturing development in southern Europe : 
production, trade and transfer of technology 


Economic Bulletin for Europe, 1971, volume 23, No. 2 
Sales No. Е.72.П.Е.7 Price: $(U.S.)2.50 


The ECE Region in Figures 
Sales No. Е.72.П.Е/Мип.5 Price: $(U.S.)4.00 


The European economy from the 1950s to the 1970s 
Economic Survey of Europe in 19,1, Part I 
Sales No. Е.72.П.Е.1 Price: $(U.S.)3.50 


Long-term aspects of plans and programmes 
Sales No. Е.73.П.Е.2 Price: $(U.S.)2.50 


Recent changes in the organization of foreign trade 
in the centrally planned economies 


Economic Bulletin for Europe, 1973, volume 24, No. 1 
Sales No. Е.73.П.В.4 Price: $(U.S.)1.50 


Trade network projections and international consistency tests 
Economic Bulletin for Europe, 1973, volume 24, No. 2 
Sales No. Е.73.П.Е.6 Price: $(U.S.)2.00 


Distribution policies in long-term development planning 
Sales Мо. Е.73.П.Е.16 Price: $(U.S.)4.00 


The ECE secretariat also publishes regularly: 


Published in 1970 


Published in 1970 


Published in 1971 


Published in 1971 


Published in 1971 


Published in 1971 


Published in 1971 


Published in 1972 


Published in 1972 


Published in 1972 


Published in 1973 


Published in 1973 


Published in 1973 


Published in 1973 


Statistical indicators of short-term economic changes in ECE countries (monthly.) Annual subscription 


$16.00, monthly issues $1.50. 


we She A a Ha Bl en ia 
eS ct fa Dat ot et 


ioc tA ое 


HOW TO OBTAIN UNITED NATIONS PUBLICATIONS 


United Nations publications may be obtained from bookstores and а 
throughout the world. Consult your bookstore ог write to: United Nations, Sales — 
Section, New York or Geneva. vy 


COMMENT SE PROCURER LES PUBLICATIONS DES NATIONS UNIES : 


Les publications des Nations Unies sont en vente dans les librairies et les agences 
dépositaires du monde entier. Informez-vous auprés de votre libraire ou adressez-vous 
a : Nations Unies, Section des ventes, New York ou Genéve. 


КАК ПОЛУЧИТЬ ИЗДАНИЯ ОРГАНИЗАЦИИ ОБЪЕДИНЕННЫХ НАЦИИ 


Издания Организации Объединенных Наций можно купить в книжных мага- 
зинах и агентствах во всех районах мира. Наводите справки об изданиях в 
вашем книжном магазине или пишите по адресу: Организация Объединенных : 
Наций, Секция по продаже изданий, Нью-Морк или Женева. = Soe 


COMO CONSEGUIR PUBLICACIONES DE LAS NACIONES UNIDAS = ‘ 


Las publicaciones de las Naciones Unidas estan en venta en librerias y casas distri- Е 5 
buidoras en todas partes del mundo. Consulte a su librero o dirijase a: Naciones 
Unidas, Seccién de Ventas, Nueva York о Ginebra. 


Printed in Switzerland Price: $U.S. 7.00 United Nations publication 
GE, 75-25443 (5301) (or equivalent in other currencies) Sales No. E. 75.11. E, 1 
September 1975 - 3,615 


Reprinted in United Nations, New York 
39597 - January 1976 - 2,000 


